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The prominent insurance companies 


who avail themselves of the facilities of 
“American Re” are significant testimony 
to the extensive experience and financial 
strength of this institution. 


Financial Statement as of December 31, 1938 


ASSETS LIABILITIES 


Workmen’s Compensation and Lia- 
bility Legal Loss Reserve $3,504,257.71 

Reserve for Other Losses and 
Clai 


1,070,484.97 
(Reported and Unreported) 


——_—_—_——__ Unearned Premium Reserve 1,194,528.25 
(Valuations on N. Y. Insurance Dept. Basis). Commissions Payable .......... 3 70,153.69 
$12,055,695.19 —s for Taxes, eee 
Cash (In Banks and age 1,172,675.12 
Mortgage Loans (N. Y. Ci al 
‘Estate) 


Real Estate (N. Y. City) 272. Voluntary Catastrophe Reserve.... 
Premiums Not Over 90. Days Due.. id Capital Stock 
Accrued Interest 55,270. Surplus 


Total Admitted Assets.......... , -$13,751,516.35 Total Liabilities 


N. B. Securities carried at $364,875.00 in the above stat t are d ited ag required by law. 


- 


On the basis of December 31, 1938 Market Quotations for all Bonds and Stocks owned, the Company’s 
Total Admitted Assets and Surplus would be decreased $142,611.43. 


eo AMERICAN 


Re-Insurance Company 


ROBERT C. REAM, President 


99 John Street, New York 
Casualty - Fidelity + Surety 
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SOUND «#4 UNSOUND 


HE basic principles of fire insurance underwriting 
Tare so simple that, offhand, it seems remarkable 

that they are so little understood outside of insur- 
ance circles. Men who have been successful in business 
and financial activities frequently bring forward the- 
ories and proposals relating to fire insurance which are 
utterly unsound. Doubtless this is due to the fact that, 
while the underlying principles are simple, the economic 
structure of the country, so well serviced by insurance, 
is highly complex; hence, the corresponding ramifica- 
tions of insurance are equally so. 

All underwriting is based upon the law of averages. 
To accept a small sum and in return guarantee to pay 
thousands of dollars in the event that a particular 
building is destroyed by fire would be gambling at pre- 
posterously long odds; but for an insurance company 
to assume such a risk upon each of thousands of prop- 
erties is entirely safe, provided that sound underwrit- 
ing practices are followed. This article will discuss 
briefly what is considered sound underwriting practice, 
and, in contrast, recite some very unsound underwriting 
proposals which have come to our notice. 


Spread of Liability 


Every underwriter knows that the first requirement is 
a wide spread of liability, represented by a moderate 
exposure to loss upon each of a large number of risks, 
so located as to avoid the possibility of an excessive 
loss in a single conflagration. It must be remembered 
that it is not the amount of insurance written on each 
tisk which is important, but the maximum probability 
of loss in relation to total value. For example, one 
tisk may be a fireproof and sprinklered property, with 
values running to millions of dollars, but on which, 
under normal conditions, a fire could not result in a 
loss exceeding a very small fraction of the total value 
of the property. Another risk may be so constructed 
and have such occupancy that fire might totally de- 
stroy it. Thus, it is sound underwriting practice to 
write many times as large a line on the first risk as 
would be safe on the second. Yet, neither the property 
owner nor the insurance companies can safely ignore 
the fact that under abnormal conditions a loss might 
occur on the fireproof and sprinklered risk which would 
tun far beyond the normal expectancy, and that is why 
surance is necessary and why many of the ideas such 
as those which will be presented later herein are hope- 
lessly unsound. 


Average Probable Loss 


Theoretically the rate accurately measures the hazard 
assumed, taking into account both the probability of 
any loss occurring and also the probable maximum loss. 

his means that, in relation to the fund of premiums 
from which losses must be paid the best risk is as likely 
to burn as the worst one, and brings up another very 
important underwriting rule, viz., that it is unsound 
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UNDERWRITING THEORIES 


underwriting to assume liability for a possible loss of, 
say, $5,000 on one risk and $100,000 on a similar risk. 
In other words, the maximum probable loss on one 
risk should not greatly exceed the average probable 
loss on all risks carried. So far as the premium fund 
is concerned, just as the good risks are as likely to burn 
as the poor ones, so the losses are as likely to occur 
on the large risks as on the small ones, and if all the 
losses happen to be incurred on the large risks the 
premiums would be insufficient to meet them. This is 
another vitally important underwriting rule which is 
not understood by most people outside of the insur- 
ance business. 

An ideal underwriting situation would be one where 
a company insured a very large number of risks in 
which the fire hazard would be substantially identical 
and the same amount of insurance would be written 
on each risk. It is, of course, impossible to attain this 
ideal situation, and therefore it is necessary to ap- 
proximate it as nearly as possible by obtaining a wide 
spread of liability, and so fixing the rates for the vari- 
ous risks insured, and the amount of insurance writ- 
ten on each, that, as regards the fund created by the 
premiums collected, out of which losses are to be met, 
each risk will be equally desirable. For trained under- 
writers this is not as impossible as it may sound, for 
the average annual fire loss, on, say, one billion dol- 
lars’ worth of property of the same general character 
is an almost stable amount. In this connection, it 
should be borne in mind that there are two factors af- 
fecting the operation of the law of average: one is 
spread of liability, already discussed, the other is time. 
The wider the spread, the shorter the period necessary 
for the operation of the law; but, if only a relatively 
limited number of risks is insured, a longer period of 
time must be allowed to obtain an average underwrit- 
ing result. 


Amount of Risk 


In theory it would be safe for a fire insurance com- 
pany to assume a maximum probable loss on every 
risk written of, say, $500,000, but in practice this 
could not be done, because there are not a sufficient 
number of such risks. Moreover, the average amount 
of risk assumed must be in conservative proportion to 
the total premium volume. A very small company must 
be content to retain equally small net lines, while an- 
other company, with ten or twenty times as much an- 
nual premium volume can assume much larger risks, 
because it is in position to obtain enough of them to give 
it an average experience. 

Roughly, the higher the rate the greater the risk of 
severe loss, and the smaller becomes the amount of in- 
surance which may safely be written. 

(Continued on next page) 
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UNDERWRITING THEORIES—Continued 


In contrast to the rules of sound underwriting above 
set forth, the following ideas and suggestions which 
have been laid before us from time to time well illus- 
trate the lack of clear understanding of the principles 
inherent in good underwriting: A distilling concern 
carefully tabulated the amount which it had paid out 
for fire insurance premiums for a period of twenty 
years, and the relatively trifling amount which it had 
collected for fire losses, and asked our opinion of a plan 
to carry its own insurance thereafter. That concern 
had been very lucky so far as fire loss went, but it 
dropped the self-insurance idea when we pointed out 
that in the very first year of the self-insurance plan it 
might easily lose in one fire an amount equal to its pre- 
mium cost for very much longer than twenty years. 

A financial house brought to our attention the fact 
that because of its relations with many very large busi- 
ness concerns it believed that it could control fire insur- 
ance premiums of $2,000,000 a year, and, therefore, 
considered setting up a small fire insurance company to 
carry all of these risks. It was pointed out that under 
the law of this State and most other States an insur- 
ance company cannot write on one risk and carry net 
of reinsurance an amount exceeding 10% of its capital 
and surplus, and that no soundly managed company 
would think of conducting its underwriting operations 
on such a basis that any single loss could be so exces- 
sive ; that, therefore, such a company, if formed, could 
carry only a very moderate line on each risk and would 
have to reinsure the remainder with other companies ; 
and that it was extremely doubtful that existing ar- 
rangements for handling the business could be changed 
at all. 


Excess Cover 


The impracticability of such schemes is well illus- 
trated by another occurrence. Some years ago a large 
corporation owning many separate properties actually 
set up a self-insurance fund. For many years it had 
sustained no serious fire loss. Its insurance broker, un- 
able to persuade it to abandon the self-insurance idea, 
purchased for it an excess cover of large amount, at- 
taching after a first loss of very moderate amount. The 
very first year of the operation of this particular fund 
a loss was sustained of nearly $300,000, the great bulk 





of which fell upon the large insurance company which 
had written the excess cover, and which was perfectly 
able to pay the loss without embarrassment, its pre. 
mium income being well up in the millions. 

Of another character was a matter which was onc 
submitted to us by a very large concern. On investiga. 
tion it appeared that the treasurer of the company, in 
charge of its insurance matters, was asked by his dj. 
rectors the basis upon which its properties were in- 
sured. He replied that they carried 80% of the value, 
with 80% co-insurance clause. The directors insisted 
that he must carry 100% of the value. He then asked 
and received permission to continue purchasing insur- 
ance on the same basis as before, but to set up a fund 
to cover the final 20% of the risk, out of which losses 
would be paid only in the event that a fire caused 
damage exceeding 80% of the value! Thereupon he 
paid into the fund the same amount of premium as 
though this final 20% were contributing insurance; in 
other words, about one-quarter of the total amount 
paid to the regular companies. There were no losses, 
and, of course, the fund quickly grew to large pro- 
portions. We have never been able to figure out 
whether this was a very naive or very canny idea. 


Disastrous Experience 


Occasionally fire insurance concerns defy all the 
accepted rules of underwriting and escape the penalty 
for a considerable period. One such institution, which 
insured largely fireproof and sprinklered risks, also 
wrote a considerable volume of insurance on sprinklered 
properties of inferior construction. It wrote the same 
maximum line on these inferior risks as it accepted on 
the best risks, and for many years, by good luck, es- 
caped serious loss. Then one of the inferior risks burned 
and the loss was twice as great as the total losses sus- 
tained during the previous thirty years. This was due 
to the fact that very unusual conditions put the sprin- 
kler equipment out of commission at the very time that 
the fire started. 

Illustrations of strange misconceptions of the nature 
of fire underwriting could be multiplied, but these are 
sufficient evidence to most laymen that underwriting 
should be left to underwriters. 

A.M.B. 





LOSS PAYMENTS IN 1938 


ORE than three billion dollars was paid out by American 

insurance companies to policyholders and beneficiaries dur- 

ing 1938, according to Benedict D. Flynn, vice president 
and actuary of The Travelers Insurance Company. 

The estimate discloses that for every dollar paid under pol- 
icies insuring property, $4.80 was paid under policies insuring 
human beings. During 1937, for every dollar paid under property 
policies, $5.40 was paid under personal forms. Before the depres- 
sion ten years ago, when property values were extraordinarily 
high, for every dollar paid under property forms, only $2.80 was 
paid under personal policies. 

Although it was feared by many insurance and financial ex- 


732 


perts that the New England hurricane would be a hard blow to 
insurance interests, the disaster seems to have no great effect on 
the year’s insurance figures. The total hurricane claims paid by 
all companies was between 11 and 15 millions of dollars. It 1s 
estimated that only 5 per cent of the property damaged by the 
hurricane was insured. ; 
Although automobile accident fatalities decreased during the 
year, automobile insurance payments by all companies totale 
approximately $324,200,000. In spite of a 19 per cent reduction 
in automobile accidents, Bente: o insurance claims incr 
9 per cent, attributed to higher damage judgments, greater sever- 
ity of individual accidents and other causes. 
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OMPANY 


CHANGES 


ERY few people outside of the insurance busi- 

ness realize that there are literally hundreds of 

insurance companies and even few people within 
the business realize how many changes take place each 
year, retirements, the organization of new companies, 
changes in title, contributions to surplus or changes in 
capital. 

Last year was not particularly notable for such 
changes, yet listed below are the names of fifty com- 
panies which retired from business in 1938, more than 
sixty that were organized to begin business, a dozen 
that changed their names, eight that altered their capi- 
tal and two that received contributions to surplus. 


Year after year these changes take place and one has 
only to refer to back numbers of our annual volumes 
of ten, twenty, thirty or forty years ago to visualize 
the cumulative effect of these changes. Certainly the 
insurance business is far from static. 


Although the year 1938 was relatively quiet, it wit- 
nessed twice as many retirements, twice the new com- 
panies and twice as many name changes as were re- 
corded in 1937. However, it fell behind the preceding 
year in number of capital changes, eight to eighteen. 


Approximately half of the retirements in 1938 were 
accomplished by reinsurance, merger or voluntary dis- 
solution. Three foreign companies withdrew from the 
United States and receivership terminated the exist- 
ence of about twenty companies, a majority of them 
in the casualty field. 

The increase in new companies was particularly no- 
ticeable in the casualty field and included more than a 
dozen companies organized to write hospitalization in- 
surance. The amount of new money contributed to the 
sixty companies did not exceed $3,000,000 and most 
of it was accounted for by the few stock companies 
that were organized. Additional funds were also added 
through surplus contributions which totaled $2,000,- 
000 and the sale of additional stock which brought in 
over $1,250,000. 
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IN 1938 


Following is the complete tabulation of company 
changes in 1938: 


RETIREMENTS 


Stock Fire Companies 


Atlas Industrial Fire Insurance Company, Columbia, South 
Carolina: Sarah Glymph appointed receiver on September 3rd. 

Commercial Insurance Company, Havana, Cuba: Retired 
from United States effective as of December 31, 1937. Its only 
reinsurance contract was cancelled on that date and all lia- 
bility retroceded to the ceding company. 

Fidelity Insurance Company, Atlantic City, New Jersey: 
Certificate of dissolution filed February 26th. 

Fonciere Insurance Company, Ltd., Paris, France: All busi- 
ness cancelled or replaced effective April 30th preparatory to 
retiring from United States. 

Importers and Exporters Insurance Company of New York, 
New York, N. Y.: Merger with Merchants and Manufac- 
turers Fire Insurance Company, Trenton, New Jersey, ap- 
proved by stockholders on December 12th. See “New Com- 
panies.” 

Merchants and Manufacturers Fire Insurance Company, 
Trenton, New Jersey: Merger with Importers and Exporters 
Insurance Company of New York approved by stockholders 
on December 12th. See “New Companies.” 

New India Assurance Company, Bombay, India: Ceased 
business in United States effective December 31, 1937. De- 
oa by New York Insurance Department on May 
21, q 

New Jersey Insurance Company, Jersey City, New Jersey: 
Succeeded by Jersey Insurance Company of New York on 
August 24th. See “New Companies.” 

Pavonia Fire Insurance Company, Jersey City, New Jersey: 
Outstanding net liability reinsured as of October 19th with Du- 
buque Fire and Marine Insurance Company, Dubuque, Iowa 
and plans for dissolution of company formulated. 

Seaboard Fire Insurance Company, Atlantic City, New Jer- 
sey: Dissolved. All outstanding liability previously had been 
reinsured. 

Svea Fire and Life Insurance Company, Gothenburg, Sweden : 
Entire unearned premium liability of United States Branch 
reinsured, effective as of December 31, 1938, with U. S. Branch 
of Christiania General Insurance Company, Oslo, Norway. 


Stock Casualty Company 


Builders and Manufacturers Casualty Company, Chicago, 
Illinois: Commissioner Palmer appointed liquidator April 
14th; estimated deficit, $193,000. 


(Continued on next page) 
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COMPANY CHANGES—Continued 
Mutual Fire Companies 


Cooperative Fire Insurance Company, Macon, Georgia: Li- 
cense revoked May Sth. 

Dexter Mutual Fire Insurance Association, Florence, South 
Dakota: Failed to file annual statement as of December 31, 
1937 and accordingly was not relicensed on May 1, 1938. 

Diamond Mutual Fire Insurance Company, York, Pennsyl- 
vania: License suspended by Pennsylvania Insurance Depart- 
ment on October 10th 

Dickey County Farmers Mutual Insurance Company, Fuller- 
ton, North Dakota: Reinsured by North Dakota Farmers 
Mutual Fire and Lightning Insurance Company, La Moure, 
North Dakota. 

Farmers County Mutual Insurance Company, Anderson, 
Texas: All business reinsured or cancelled on July 21st and 
charter surrendered. 

Farmers Mutual Fire Insurance Company of Big Rapids, 
Big Rapids, Michigan: Reinsured by State Mutual Fire In- 
surance Company of Michigan, Flint, Michigan, on May 7th. 

Globe Insurance Company, Huron, South Dakota: Ceased 
business April Ist when stock company of same name was 
licensed. 

Mercantile Mutual Fire Insurance Company, Providence, 
Rhode Island: Merged with Firemen’s Mutual Insurance 
Company, Providence, Rhode Island, effective as of December 
31, 1937. Merger approved by Rhode Island Insurance De- 
partment on February 3, 1938. 

Merchants Mutual Fire Insurance Company, Providence, 
Rhode Island: Merged with Blackstone Mutual Fire Insur- 
meee Company, Providence, Rhode Island, effective as of June 


North Missouri Farmers Mutual Insurance Company, Kirks- 
ville, Missouri: Company disbanded in January, 1938. 

Occawana Cooperative Fire Insurance Company, Walton, 
New York: Taken over for liquidation by New York Insur- 
ance Department under court order dated February 4th. 

Sowers Plan Crop Insurance Mutual Company, Topeka, 
Kansas: Joe Nickell appointed receiver on September 15th. 

Union Township Mutual Insurance Company, Avon, IIli- 
nois: Affairs referred to Attorney General on March 9th. 
Decree of dissolution entered April 11th. 

United National Mutual Insurance Company, Denver, Colo- 
rado: Outstanding business reinsured with Central Manufac- 
turers Mutual Insurance Company, Van Wert, Ohio as of 
October 26th. 

Washington Mutual Fire Insurance Company, Washington 
Depot, Connecticut: Dissolved. 

Wilcox Farmers Mutual Fire and Lightning Insurance 
aeons, Wilcox, Nebraska: Voluntarily dissolved in Sep- 
tember. 


Mutual and Assessment Casualty Companies 


American Benefit Casualty Insurance Company, Spring- 
field, Illinois: All business reinsured as of April 25th in 
George Rogers Clark Casualty Company, Rockford, Illinois. 

Broad Street Mutual Casualty Insurance Company, Boston, 
Massachusetts: J. T. Noonan appointed temporary receiver 
in December. 

Canton Mutual Liability Insurance Company, Boston, 
Massachusetts: L. C. Chamberlain appointed temporary re- 
ceiver in December. 

Chautauqua Co-operative Live Stock Insurance Company, 
New York, New York: Placed in liquidation January 28th. 

Franklin Mutual Insurance Company, Chicago, Illinois: 
Placed in liquidation June 30th. Ernest Palmer, Director of 
Insurance, is liquidator. 

Minnesota State Life Insurance Company, Minneapolis, 
Minnesota: Placed in receivership February 10th. B. W. 
Palmer appointed receiver. 

Monroe Mutual Casualty Company, Springfield, Illinois; 
Originally organized as Holdup and Burglary Mutual Indem- 
nity Corporation. Went into voluntary liquidation late in year. 

National Mutual Accident Insurance Company, Houston, 
Texas: Reinsured in August by the Insurance Company of 
Texas, Houston, Texas. 
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Physicians Health and Accident Insurance Company, Hoys. 
ton, Texas: Reinsured during August by Insurance Company 
of Texas, Houston, Texas. 

Southwest Mutual Casualty Company, Oklahoma City, Og. 
lahoma: Placed in liquidation July 26th. 

Standard Mutual Automobile Association, Council Bluffs, 
Iowa: License cancelled January 6th on being found ing. 
vent. Maurice V. Pew appointed receiver. 

Tower Mutual Insurance Company, Cincinnati, Ohio: 
Placed in receivership in September. 

United Mutual Accident Insurance Company, Mexia, Texas: 
Placed in receivership March 29th. 

Workingmen’s Co-operative Association of the United Ip. 
surance League, New York, New York: Taken over by In. 
surance Department in mid-year for liquidation. 


Lloyds and Reciprocals 


Casualty Underwriters, Dallas, Texas: Austin Moore of 
Dallas, appointed receiver in August. Estimated deficit $234. 
000 


Chicago Lloyds, Chicago, Illinois: Placed in liquidation on 
February 9th. Frank J. Bartsch, in charge of the liquidation 
bureau of the Illinois Insurance Department, was appointed 
liquidator. 

Employers Inter-Insurance Exchange, Waco, Texas: Judge 
Kyle Vick of Waco, Texas, appointed receiver April 2nd. 

Imperial Underwriters, Dallas, Texas: Reinsured by United 
Employers Casualty Company, Houston, Texas, in June. 

Lloyds Agency at Galveston, Galveston, Texas: Ceased ac- 
tive operations in July and business rewritten in America 
Fore Group. 

Southern Underwriters, Houston, Texas: All business re- 
insured by the United Employers Casualty Company, July 


nd. 

United Guarantee Exchange, Little Rock, Arkansas: Vol- 
untarily dissolved on October 20th. All outstanding contracts 
were taken up and return premiums and all of its obligations 
were paid. 


NEW COMPANIES 


Stock Fire Companies 


American Security Insurance Company, Atlanta, Georgia: 
Licensed August 18th with paid-in capital of $100,000 and 
paid-in surplus of $25,000 to write fire and allied lines. 

Buckeye Union Fire Insurance Company, Columbus, Ohio: 
Licensed January 15th with paid in capital of $200,000 and 
paid-in surplus of $300,000. Operates as running mate of the 
Buckeye Union Casualty Company, Columbus, Ohio. 

Carolina National Insurance Company, Sumter, South Caro- 
lina: Licensed July 12th with paid-in capital of $38,800 and 
paid-in surplus of $3,880 to write fire insurance. 

Globe Insurance Company, Huron, South Dakota: Licensed 
on April Ist with paid-in capital of $60,000 and paid-in sur- 
plus of $6,000 to write fire, tornado and automobile lines. Or- 
ganized to succeed a state mutual company of the same title 
which had been in operation since July, 1935. 

Jersey Insurance Company of New York, New York, N. Y.: 
Licensed on August 24th to succeed the New Jersey Insur- 
ance Company, Jersey City, New Jersey, which had been in 
operation since April, 1911. The new company began busi- 
ness with the same resources possessed by the predecessor 
company, constituting, in effect, merely a change in domicile 
— New Jersey to New York and the adoption of a new 
title. 

Merchants and Manufacturers Insurance Company of New 
York, New York, N. Y.: Formed through merger of Mer- 
chants and Manufacturers Fire Insurance Company, Trenton, 
New Jersey and Importers and Exporters Insurance Company 
of New York, New York, N. Y. Merger, which was approved 
by stockholders of the two companies on December 12th was 
upon the basis of their net worth predicated on their Septem- 
ber 30, 1938 financial condition with securities adjusted to Oc- 
tober 31, 1938. The new company was licensed on December 
_ with a paid-in capital of $1,000,000 par value $4.00 per 
share. 
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Paramount Insurance Company, Baltimore, Maryland: Li- 
censed on December 10th with $250,000 capital and surplus 

id-in. Formed on the stock-mutual plan the company writes 
automobile fire, theft and collision, burglary, plate glass and 
marine insurance. 

Transportation Insurance Company, Chicago, Illinois: Li- 
censed March 7th with $200,000 capital and surplus of like 
amount. Owned and operated by the Continental Casualty 
Company, Chicago, Illinois. 


Stock Casualty Companies 


General Transportation Casualty Company, New York, New 
York: Incorporated March 16th and licensed April 5th. Be- 
gan business with a paid-in capital of $300,000 and surplus, 


,000. 
Hardware Indemnity Insurance Company of Minnesota, 
Minneapolis, Minnesota: Licensed in December. Capital, $150,- 


Mid-America Casualty Company, Cedar Rapids, Iowa: Li- 
censed in December. Capital, $200,000; surplus, $50,000. 

Provident American Insurance Company, Fort Worth, 
Texas: Licensed in November with capital, $27,500 and sur- 
plus, $16,500. 

Service Insurance Company, Chattanooga, Tennessee: Or- 
ganized in mid-year with capital of $525,000. 

Sunset Casualty Company, Olympia, Washington: Incorpo- 
rated December 14, 1937; licensed January 21, 1938 with 
capital of $100,000 and surplus, $25,000. 

United Employers Casualty Company, Houston, Texas: Or- 
ganized in June. Reinsured Southern Underwriters and Im- 
perial Underwriters. Capital, $250,000. 


Mutual Fire Companies 


Allied Canton Mutual Fire Insurance Company, Boston, 
Massachusetts: Licensed on April 5th with paid-in guarant 
capital of $25,000. Fire and allied lines are written at tari 
rates only through agents. Assessment liability of policy- 
holders is one additional premium. 

Automobile Mutual Insurance Company, Waco, Texas: Li- 
censed February 11th to write fire, windstorm and auto fire, 
theft and collision insurance. 

Farm Bureau Mutual Insurance Company, Auburn, Maine: 
Licensed in August. 

Gopher Mutual Dwelling House Fire Insurance Company, 
Minneapolis, Minnesota: Licensed on May 10th to write fire 
insurance on dwelling houses only. 

Interstate Insurance Company, Lincoln, Nebraska: Licensed 
March 9th to write fire insurance on the assessment plan. 

Lakeland Mutual Insurance Company, Cleveland, Wiscon- 
sin: Licensed May Ist to write tornado insurance. 

National Guild Insurance Company, Baltimore, Maryland: 
Licensed November 10th with guaranty capital of $10,500 to 
write automobile fire and allied lines. 

National Mutual Dwelling House Fire Insurance Company, 
Red Wing, Minn. : Organized January, 1939 by interests identi- 
fied with the Citizens Fund Mutual Fire Insurance Company 
of Red Wing, 

Peninsula Mutual Insurance Company, Sturgeon Bay, Wis- 
consin: Licensed May 20th to write tornado insurance. 

Safeguard Mutual Fire Insurance Company, Philadelphia, 
Pennsylvania: Licensed October 13th. 

St. Marys Mutual Fire Insurance Company, St.’ Marys, 
Pennsylvania: Licensed February 23rd to transact fire and 
automobile fire, theft and collision insurance. All business 
written at 20% off manual rates. Assessment liability of pol- 
icyholders is one additional premium. 

Town Herman Mutual Tornado Insurance Company, Plym- 
outh, Wisconsin: Licensed February 21st to write tornado 
insurance. 

Union Mutual Insurance Company, Oklahoma City, Okla- 
homa: Licensed May 14th with assets of $10,000 to write a 
general fire business. 


Mutual and Assessment Casualty Companies 


Acme Hospital & Life Insurance Company, St. Paul, Min- 
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nesota: A cooperative health and accident company; licensed 
August 16th. 

American Standard Insurance Company, Omaha, Nebraska: 
Incorporated in August to write accident and health insurance. 

Associated Hospital Service of Philadelphia, Philadelphia, 
Pennsylvania: Licensed October 25th. 

Associated Hospital Service of Southern California, Los 
Angeles, California: Incorporated November 23, 1937; li- 
censed March 15, 1938. 

Associated Mutual Hospital Service, Detroit, Michigan: 
Authorized May 23rd to conduct business on the cooperative 
or assessment plan. 

Capital Hospital Service, Inc., Harrisburg, Pennsylvania: 
Licensed February 24th. 

Capital Hospitalization on Insurance Association, Cleveland, 
Ohio: Incorporated January 20th; licensed April 11th 

Farm Bureau Mutual Insurance Company, Inc., Manhattan, 
Kansas: Incorporated October 21st. 

Great American Health & Accident Company, Lincoln, Ne- 
braska: Licensed in November. 

Great Central Mutual Insurance Company, Peoria, Illinois: 
Incorporated February 3rd. Licensed and began business 
April 11th, with a guarantee capital of $25,000. 

Hospital Plan, Inc., New Castle, Pennsylvania: Applica- 
tion for charter approved early in 1938. 

Hospital Service Association of North Eastern Pennsyl- 
vania, Inc., Wilkes-Barre, Pennsylvania: Licensed Novem- 
ber 23rd. 

Hospital Service Association, Omaha, Nebraska: Licensed 
in first part of 1938 to operate on the non-profit hospitaliza- 
tion plan. 

Hospital Service Plan, Easton, Pennsylvania: Incorporated 
February Ist; licensed February 13th. 

Hospitalization Service Corporation, Jackson, Mississippi: 
Incorporated August 26, 1937; licensed April 1, 1938 

Industrial Mutual Liability Insurance Company, Topeka, 
Kansas: Incorporated September 11, 1937. Licensed and be- 
gan business April 1, 1938 with a surplus of $26,500. 

Michigan Hospital Benefit Association, Detroit, Michigan: 
Licensed May 24th to write accident and health lines on the 
cooperative or assessment plan. 

Mutual Accident Company, Columbia, South Carolina: In- 
eae February 23rd; licensed April 13th with $10,045 
surplus. 

State Accident Association, Brookings, South Dakota: Li- 
censed early in 1938. 

State Benevolent Society, Clovis, New Mexico: Licensed 
July 29th. 

Union Hospital Service Association, Pittsburgh, Pennsyl- 
vania: Licensed January 26th. 

United Benefit Association, Albuquerque, 
Licensed July 29th. 


New Mexico: 


Lloyds and Reciprocals 


American Agency Lloyds, Dallas, Texas: Licensed Janu- 
ary 25th with a guaranty fund of $60,750. 

Employers Lloyds, Dallas, Texas: Licensed in November 
with assets of $75,000 to write full coverage automobile insur- 
ance. 

Liberty Lloyds, Fort Worth, Texas: Licensed January Ist, 
with underwriters’ deposits of $80,000 all of which was paid-in 
together with $10,000 surplus. Authorized to write fire and 
windstorm, full coverage automobile, workmen’s compensa- 
tion and liability insurance. : 

Lloyds Guarantee Assurance, Dallas, Texas: Licensed June 
16th with guaranty fund of $150,000. Authorized to write all 
lines of insurance except life and health. 

National Lloyds, Baltimore, Maryland: Licensed July 2\st. 
Began business with underwriters’ capital of over $100,000. 

Standard Lloyds, Houston, Texas: Licensed April 20th to 
write automobile insurance. 

United Guarantee Exchange, Little Rock, Arkansas: Com- 
menced business on July Ist. Voluntarily dissolved on Octo- 
ber 20th. 

Universal Lloyds, San Antonio, Texas: Licensed June 27th 
to write automobile insurance. 


(Continued on next page) 
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COMPANY CHANGES—Continued 
IN PROCESS OF ORGANIZATION 


Columbia Insurance Company of New York, New York, 
N. Y.: Being organized by officials of the Phoenix Assurance 
Company, Ltd. and associated companies to succeed the Col- 
umbia Insurance Company, Jersey City, N. J. 

Compensation Casualty Company, Los Angeles, California: 
Stock permit to sell 10,000 shares, to be sold at $15 per share 
of which $100,000 is to be assigned to capital and $50,000 to 
surplus, was issued September 28th by the California Insur- 
ance Department. 

Lafayette Indemnity Company, New York, New York: 
Notice of intention to form given November 2nd. Capital 
stock to be $1,000,000. 

Mutual Standard Casualty Company, Kansas City, Mis- 
souri: Declaration of intent to organize filed June 10th. 

Paramount Fire Insurance Company, New York, N. Y.: 
Being organized by a number of insurance/agents who are also 
cngneed in the mortgage loan business. Proposed capital is 
$300,000 and proposed surplus is $250,000. 


CHANGES IN TITLE 


Stock Fire Companies 


Central Fire Insurance Company of Baltimore, Baltimore, 
Maryland: Eliminated the word “Fire” from its title on 
March 17th. 

Inland Fire Insurance Company, Hamilton, Ohio: Adopted 
title “The Ohio Insurance Company” on January 12th. 

National Security Fire Insurance Company, Omaha, Ne- 
braska: Eliminated the word “Fire” from its title on Febru- 
ary 16th. 


Mutual Fire Companies 


Dwelling House Insurance Company, Lincoln, Nebraska: 
Adopted title “Standard Reliance Insurance Company” on 
January 19, 1939, 

Farmers Mutual Fire Relief Association, McMinnville, Ore- 
gon: Adopted title “American Mutual Insurance Company.” 

Hardware Mutual Fire Insurance Company of Minnesota, 
Minneapolis, Minnesota: Eliminated the word “Fire” from 
its title effective April 21st. 

Mutual Fire Insurance Company of Germantown and its 
Vicinity, Philadelphia, Pennsylvania: Shortened title to “Mu- 
tual Fire Insurance Company of Germantown” on May 25th. 
Also amended charter to provide for the writing of lines al- 
lied with fire insurance and extended operations to entire State 
of Pennsylvania. 

Richland Equity Fire & Lightning Protective Mutual In- 
surance Company, Shelby, Ohio: Changed name to “Richland 
Equity Mutual Insurance Association” on February 9th. 

Township 13 South Range 6 East Mutual Insurance Com- 
pany, Waltersburg, Pope County, Illinois: Adopted title “Wal- 
tersburg Township Mutual Fire Insurance Company” as of 
March 3lst. 

York County Mutual Fire Insurance Company, West Bux- 
ton, Maine: Adopted title “York Mutual Insurance Company 
of Maine.” 


Mutual and Assessment Casualty Companies 


Abington Hospitalization Plan, Abington, Pennsylvania. 
Name changed to “Inter-County Hospitalization Plan.” 
Central Health Company, Lincoln, Nebraska: 
changed to “Woodmen Central Health Company.” 

Sterling Casualty Insurance Company, Chicago, Illinois: 
Name changed, effective March 24th, to “Sterling Insurance 
Company.” 


Name 


CHANGES IN CAPITAL 
Stock Fire Companies 


Export Insurance Company, New York, New York: Capi- 
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tal increased from $400,000 to $450,000 on April 7th by the 
transfer of $50,000 from surplus. Number of shares oyt. 
standing remained unchanged, the par value being advanced 
from $4.00 to $4.50 each. 

Globe and Rutgers Fire Insurance Company, New York, 
New York: Capital stock reduced from $2,159,745 to $2,116- 
680 on April 25th by retirement of 1,688 shares first preferred 
stock and 1,183 shares second preferred stock, par value $15, 

National Fire and Marine Insurance Company, Eliz 
New Jersey: Capital increased from $955,000 to $1,000,000 on 
June 15th by increase in par value of common shares from 
$36 to $38 and issuance of 184 shares of preferred stock at 
par $100 each. Present capital comprises 13,300 shares com- 
mon, par $38 and 4,946 shares preferred, par 100 

St. Louis Fire and Marine Insurance Company, St. Louis, 
Missouri: Capital increased from $250,000 to $270,000 in De- 
cember by sale of 2,000 new shares, par $10, at $22 each, 

Service Fire Insurance Company, New York, New York: 
Capital increased from $200,000 to $1,000,000 on May 3rd and 
additional surplus of $314,800 contributed through sale of 
8,000 shares of new stock par $100, at $139.35 per share. 


Stock Casualty Companies 


Indemnity Insurance Company of North America, Phila- 
delphia, Pennsylvania: Capital stock increased from $1,000- 
000 to $2,500,000 by stock dividend. 

Tennessee Automobile Insurance Company, Knoxville, 
Tennessee: Capital reduced from $222,200 to $101,000, con- 
tributing $121,200 to surplus in mid-year. 

Utilities Insurance Company, St. Louis, Missouri: Capital 
increased from $200,000 to 4$300,000 by issuance of 20,00 
shares of preferred Class A stock at $5. per share. 


SURPLUS CONTRIBUTIONS 


Stock Fire Companies 


Pacific National Fire Insurance Company, San Francisco, 
California: Voluntary contribution of $500,000 to surplus 
paid-in by stockholders on December 14th. 

Pearl Assurance Company, Ltd., London, England: Addi- 
tional resources of $1,500,000 transferred from the Home 
Office to the United States Branch on May 18th. 


* * * 


MONTHLY FIRE LOSSES 


The country’s fire loss record in 1938, compiled by the Na- 
tional Board of Fire Underwriters, exceeded the $300,000,000 
level for the first time in five years. The losses for last year 
were $302,050,000, an increase of $17,330,000 or slightly more 
than 6% as compared with the total for the year 1937. Vir- 
tually the entire increase took place during the last six months, 
when losses of $150,842,763 were reported, as compared with 
$134,049,850 for the similar period of 1937. For the first six 
months of last year losses amounted to $151,207,237 as against 
$150,670,244 in 1937. 

Losses for the month of December, 1938, totaled $32,758,044, 
an increase of about 814% over December, 1937. This figure 
is the largest total reported for that month since December, 
1932. 


A comparative table of fire losses for the past four years 
follows: 





1935 1936 1937 1938 
January ...... $23,430,504 $27,729,930 $25,069,895 $27,676,337 
February ..... 25,081,625 30,909,896 28,654,962 26,472,626 
MN! Sedaaivts 24,942,703 29,177,406 29,319,029 29,050,968 
April ......... 23,267,929 25,786,835 26,663,854 25,616,112 
SE a, hvacear 21,238,205 21,479,380 21,437,739 22,917,577 
DEN cane nines 18,499,675 20,407,485 19,524,765 19,473,61 
ES ees eaken 19,293,619 22,357,020 19,812,485 20,434,688 
August ....... 18,137,060 21,714,495 19,767,314 20,821,188 
September .... 16,641,882 20,413,537 19,349,756 23,372,52 
October ...... 19,785,871 20,439,136 21,097,670 24,797,624 
November .... 20,871,584 22,808,497 23,849,673 28,658,695 
December . 27,969,288 30,133,628 30,172,952 32,758,0 
itesiene 
Totals ..... $259,159,945  $293,357,245  $284,720,094  $302,050,000 
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EMCEE CONTRACT 








INSURANCE 


T has been aptly said by E. W. 

Patterson in his book “The In- 

surance Commissioners of the 
United States,” that “the Insurance 
Commissioner is an Official Clerk, 
sometimes he is a Judge, sometimes 
he is a Law-giver, and sometimes he 
is both Prosecuting Attorney and 
Hangman.” If you conclude that I 
have assumed the role of Prosecut- 
ing Attorney and Hangman, it may 
well be traced to my firm conviction 
that the business of insurance is not 
taking full advantage of its vast pos- 
sibility for social and economic wel- 
fare and has combined this laxity 
with exceptional opportunities for 
abuse. 

The regulation of insurance has 
assumed a diversity of forms within 
the several states, yet virtually all 
of the states recognize that stringent 
requirements must be met to main- 
tain solvency of the insurance com- 
panies; that uniform rates and 
standard policy forms be prescribed 
so that a fixed premium will pur- 
chase a definite standard of protec- 
tion irrespective of the company; 
that certain police powers must be 
exercised to see that companies and 
agents abide by fixed rates, rules 
and policy forms. 


Commissioners’ Resolution 


In recognition of the responsibili- 
ties imposed upon them through the 
regulatory powers delegated to the 
various commissioners a special com- 
mittee of the National Association 
of Insurance Commissioners was 
conscientiously prompted to offer the 

ollowing resolution, which was 
adopted, recommending the enact- 
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ment of procedure for a uniform 
plan affecting insurance on financed 
automobiles : 


“1. That insurance companies 
writing property insurance on 
financed automobiles should sup- 
ply every person insured thereby 
with a policy or full and complete 








Editor's Note 


Installment buying of automobiles 
began in 1910 and for over twenty 
years finance companies have re- 
quired the purchaser to secure his 
loan by evidence of insurance. The 
business has grown to reach surpris- 
ing proportions and Mr. Waters dis- 
cusses some of the problems and 
various methods followed by insur- 
ance supervisory officials in dealing 
with them. The accompanying ar- 
ticle was taken from an address 
before the American Finance Con- 
ference by R. G. Waters, Casualty 
Insurance Commissioner of the 
Board of Insurance Commissioners, 
Texas. 








information regarding the type of 
coverage, limits of liability, pre- 
miums, duration of the contract, 
whether double or single interest 
insurance, and the terms and con- 
ditions of such insurance, where 
required, such policy or evidence 
thereof, should be countersigned 
by a bona fide resident agent in 
the state where the property is 
situated or located. 

“2. That flat premiums used for 
insurance rates on financed auto- 
mobiles, not taking into considera- 





by RICHARD G. WATERS 


tion the value of the property 
insured, should be disapproved. 
Differential in rates based on a 
distinction between financed and 
non-financed cars should likewise 
be disapproved.” 


Historical Background 


It is necessary to look into the 
historical background and develop- 
ment of insurance on financed auto- 
mobiles before you can evaluate the 
true significance of this recom- 
mendation. Automobiles were first 
sold on a conditional sales contract 
in 1910, and the countless millions 
of cars that have been bought on 
this basis since that time are a fit- 
ting tribute to the ingenuity and 
genius of the individual or group 
of individuals that conceived the idea 
of installment buying. Economists 
differ on the value and effect of in- 
stallment buying, but no one can 
deny the effectiveness of the plan. 
It has opened the door to pleasurable 
living for the average individual, 
and the plan extended to other fields, 
has provided many with the com- 
fortable luxuries they otherwise 
could not afford. Wisely and dis- 
criminately used, it certainly has a 
place in our everyday life. It has 
been both the parent and the child 
of the present finance company. 

For over twenty years finance 
companies specializing in automobile 
paper have required the purchaser 
to secure his loan by evidence of in- 
surance, naming the finance com- 
pany as mortgagee in the policy. 

(Continued on next page) 
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Financed Ins.—Cont. 


This was a carry-over from the 
standard fire policy heretofore used, 
but because of the very nature of 
the property insured; its mobility, 
its uses, its average life and the ease 
with which it might be transferred 
from one owner to another gave rise 
‘to many new and unheard of haz- 
ards that had to be adequately cov- 
ered by insurance if the interest of 
purchaser and mortgagee were to be 
properly protected. 


Stabilize Credit 


It cannot be denied that the pri- 
mary purpose for requiring insur- 
ance on financed automobiles is to 
stabilize the credit transaction. Mod- 
ern business has found the insurance 
contract a worthy instrument for 
removing doubt, worry and uncer- 
tainty from the transaction. It has 
been observed that certain finance 
companies are attempting to shift the 
burden of poor judgment in making 
the loan onto the backs of the public 
through the medium of insurance. 
Insurance companies and_ super- 
visory officials were quick to recog- 
nize the necessity of a complexity 
of forms to meet the varying condi- 
tions of credit transactions, but 
experience is beginning to convince 
us that the purpose for which they 
were designed is not accomplishing 
the desired results. Just as insurance 
companies should carefully under- 
write their business, so should the 
finance company carefully choose 
and investigate the reliability of 
those with whom it deals. The pres- 
ent close relationship between the 
finance company and the insurance 
company sometimes makes this a 
virtual impossibility; for the bad 
risk from an insurance viewpoint 
is often a good credit risk. 

All of the recommendations set 
out in the resolution adopted by the 
National Association of Insurance 
Commissioners have been in effect in 
Texas prior to the time of the adop- 
tion of the resolution, yet the prob- 
lem of insurance on financed auto- 
mobiles is not yet solved. The 
prescribed certificate of insurance 
required to be delivered to the pur- 
chaser sets out all the insuring agree- 
ments, conditions and exclusions of 
the regular policy contract. It is a 
statutory requirement in Texas that 
policies and certificates must be 
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countersigned by a bona fide resident 
agent and since the Board of Insur- 
ance Commissioners, by statute also 
prescribes all automobile insurance 
rates there is no differential based 
on a distinction between financed 
and non-financed automobiles. Like 
most other states we have an anti- 
rebate statute that prohibits dis- 
crimination between insureds of a 
like class. Notwithstanding all of 
these requirements we still find this 
class of business to be in a deplor- 
able condition. 


Greed for Volume 


The fault cannot be laid entirely 
at the door of the finance companies. 
Certain insurance companies, rooted 
deeply in selfishness and greed, have 
joined hands to openly thwart the 
efforts of legitimate competition, or 
have tacitly acquiesced in unethical 
and illegal practices. 

The sooner finance companies and 
insurance companies learn that there 
is just so much business in the world, 
and that no one company or group 
of companies can control all of it, 
the better off we will be. Greed for 
volume has caused many. insurance 
companies, agents and brokers to 
take “long shot” chances with 
finance company business. This 
greedy influence has broken down all 
underwriting standards. The finance 
company, because of favorable com- 
missions, rebates or other considera- 
tions has depended largely on the 
supplemental income from volume 
insurance transactions to remain in 
the finance business. The purchaser 
likewise has been insistent with the 
dealer, the dealer in turn insistent 
with the finance company, the 
finance company insistent with the 
insurance company—and the public 
through increased rates have paid 
for this vicious merry-go-round of 
liberalization. For instance, the poor 
risk may be refused insurance by 
the company when he applies di- 
rectly for it, but by putting pressure 
on his dealer to liberalize his financ- 
ing of the transaction, he forces the 
insurance company through this 
circle to afford him protection to 
which he is not entitled; hence, he 
forces losses on to the insurance 
company which are loaded into the 
base rate structure. If the dealer 
caters to the purchaser; the finance 
company caters to the dealer; and 





the insurance company caters to the 
finance company—the adjuster js 
caught in the middle. No living ad- 
juster can consummate a fair and 
equitable adjustment according to 
the provisions of the policy contract 
under such circumstances. Finance 
companies should soon realize that it 
is to their ultimate detriment to at- 
tempt to buy business from the 
dealer with loss settlements. A ‘prac. 
tice is increasing among automobile 
dealers requiring that they make ad- 
justments on the automobiles sold 
by them. This has led to increased 
loss settlements in the form of 
padded estimates. 


Rebating 


Another major item confronting 
the supervisory officials on automo- 
bile finance business is the return 
of part of the insurance premium 
to the finance companies in the form 
of a commission or rebate. 

Finance companies are quick to 
acclaim the fact that they are pro- 
ducers of insurance business because 
of their requirements of insurance 
on mortgaged automobiles and sub- 
stantiate the argument by the fact 
that the vast majority of automobile 
owners drop their insurance after 
the mortgage contract has been ter- 
minated. The concentration of all 
of the insurance on mortgaged prop- 
erty of any one finance company is 
desirable from the standpoint of 
eliminating the necessity of checking 
a large number of stock, mutual and 
reciprocal policies that are sub- 
mitted, to say nothing of the varied 
and diversified coverages that might 
be written and the methods of 
handling claims employed by the 
different companies. It is through 
this concentration of business that 
many of our present day evils have 
occurred. The insurance companies 
are paying too high a commission 
for automobile finance business, 
making it possible for the agent or 
broker to return to the finance com- 
pany a sizable portion of their com- 
mission. 


High Ratios 


Insurance rates are fixed on a pef- 
missible or allowable loss ratio and 
a fixed or allowable ratio for ac- 
quisition cost and operating ex- 
penses. Greed on the part of the 
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insurance companies for a volume 
of business, once profitable but now 
highly unprofitable, has resulted in 
a loss ratio and an acquisition cost 
far beyond the permissible allow- 
able. A questionnaire sent out by 
the Insurance Department of Texas 
revealed’an average three-year loss 
ratio on this business of 58%, and 
the commissions paid agents and 
brokers amounted to 38%, leaving 
only 4% for servicing the risk and 
home office expenses. 

Previously I advanced the hy- 
pothesis that the primary purpose 
for requiring insurance on financed 
automobiles is to stabilize the credit 
transaction. Using the argument of 
the finance company that this field 
of insurance is developed through 
the finance company’s requirements, 
then does it not logically follow that 
the real benefits of such insurance 
do inure to the finance company in 
the: form of stabilization of the 
transaction? Why should a party, 
acting as an unlicensed agent, be 
paid an additional commission on a 
transaction that is primarily for its 
benefit through stabilizing the loan? 
The permissible acquisition cost used 
in promulgating rates contemplates 
that a definite service be rendered 
the insured in return for this com- 
mission. 

Since insurance is affected by a 
public trust and the agent is the 
intermediary between the company 
and the insured, the insurance de- 
partment, the company and the in- 
sured should expect first of all a 
thorough qualification to act as 
agent. Too many insurance trans- 
actions handled by finance com- 
panies have been for the selfish 
interests of the finance companies 
without any thought or considera- 
tion being shown the retail pur- 
chaser. Insurance commissioners 
must in the discharge of their duties 
assume an unbiased attitude toward 
all insurance carriers. No discrimi- 
nation can be made between stock 
companies, mutual companies, 
Lloyds or reciprocals, nor can any 
discrimination or distinction be 
drawn between the classes of agents 
and plans of operations used by 
different forms of companies. I am 
hot advocating that all of this busi- 
ness be taken from the finance com- 
pamies and dumped into the laps of 
local agents, but I do say for finance 
companies to continue in this busi- 
ness, a complete reformation must 
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be made in their policies of dealing 
with the general public. 


Cooperative Effort 


The solution of the problem is 
one upon which the minds of many 
reasonable men differ. However, 
through the concerted efforts of 
finance companies, the National As- 
sociation of Insurance Commission- 
ers, the National Association of 
Automobile Underwriters, and the 
National Association of Insurance 
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Agents, all of whom have been con- 
scientiously working on this subject 
the feeling is that within the near 
future a uniform and satisfactory 
solution can be reached, keeping in 
mind the statutes regarding this class 
of business in the several states. 

The fundamental thoughts ex- 
pressed are in my opinion more or 
less uniform throughout the entire 
nation. In the preparation of this 
paper, I wrote to a number of other 
insurance commissioners requesting 
that they outline the problems con- 
fronting them in their respective 
states so that I might speak with 
some degree of authority on the 
national scope of this subject. With- 
out naming the commissioners or the 
states which they represent, I quote 
below excerpts from their com- 
ments : 


Example | 


First, a ruling issued by one in- 
surance department : 


“On May 25, 1933, this De- 
partment promulgated a ruling to 
the effect that all certificates or 
evidences of insurance issued un- 
der open policies to purchasers of 
financed automobiles in this state 
must contain information indicat- 
ing, (1) kinds of coverage given, 
(2) amount of coverage on pur- 
chaser’s automobile, (3) insurance 
premium charged thereon, and 
(4) term. 


“Since that time the legislature 
of this state enacted a law making 
it a requirement that all policies 
issued on risks in this state must 
be countersigned by a resident 
agent. 

“Also, in connection with this 
class of business, this Department 
has received a number of com- 
plaints relative to the withholding 
from the purchaser of premium 
refund under finance policies 
which have been cancelled or en- 
dorsed. 

“In order that companies may 
comply with the laws of this state 
and that the procedure be uniform 
with the recommendations of the 
National Association of Insur- 
ance Commissioners, the previous 
ruling of May 25, 1933 is now 
supplemented by the requirement 
that every such policy, certificate 
or evidence of insurance covering 
property situated or located in this 
state must be countersigned by a 
licensed resident agent in this state 
of the insurance company which 
provides the coverages. 


“Insurance companies are also 
informed that the purchaser of an 
automobile through a finance com- 
pany is entitled to the same rights, 
as his interest may appear, in the 
unearned premium on the cancel- 
lation or endorsement of the pol- 
icy or certificate in which he has 
an interest as he would have under 
his contract if no financing com- 
pany were involved. 

“In connection with mutual fire 
insurance companies, if a dividend 
is paid by the company, the cer- 
tificate holder shall be entitled to 
participate in the dividends as his 
interest may appear.” 

(Continued on page 760) 
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AUTOMATIC 


FIRE CONTROL 





Xx CONDITIONING installations introduce new and serious fire hazards AIR CONDITIONING Ane 

which can be overcome only through adequate automatic control. VENTILATING SYStEMs 
The seriousness of this problem is indicated in recent reports by the ° 

National Fire Protection Association of fires in air conditioned properties. 

These reports reveal that, while actual fire damage may be small, exception- 

ally heavy secondary losses through smoke, water, interruption of opera- 

tions, etc., almost invariably accompany fires in which air conditioning or 

ventilating systems are directly or indirectly involved. In every such case 

studied, these excessive losses could have been prevented by proper auto- 

matic control devices. 
To safeguard your clients against needless, easily preventable damages, 

with consequent business interruption and annoyance—and your company 

against unnecessarily heavy indemnities—your protection recommendations 

should include appropriate special protection measures to safeguard against 

the special hazards created by air conditioning and ventilating systems. JUST OFF THE PRESS! 
A.D.T. has prepared a bulletin which presents a clear and concise analysis This bulletin contains the most up-to- 

of these new air conditioning fire hazards, with specific recommendations date information available on fire haz- 


for the most effective and economical means of overcoming them. In this ards arising from ventilating and air 


booklet there is much information which we believe you will find useful Se ae ok ie ae se 
in discussing this problem. Without obligation, we will gladly send a of this useful booklet. A.D.T., Dept. 
copy to any accredited insurance representative. Write A.D.T., Dept. B, B, 155 Sixth Avenue, New York. 


155 Sixth Avenue, New York. 


A.D.T. ELECTRIC PROTECTION SERVICES 


Controlled Companies of AMERICAN DISTRICT TELEGRAPH CO. 155 Sixth Avenue, New York, N.!. 
CENTRAL STATION OFFICES IN ALL PRINCIPAL CITIES OF THE UNITED STATES 


AGAINST FIRE -BURGLARY: HOLDUP 
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PROPOSED REVISION 


, 


and the increasing use of mass 

production methods in Ameri- 
can industry have been paralleled 
in the field of legal contracts 
by a corresponding need for large 
scale output. Since this cah be ac- 
complished only by some degree of 
uniformity and standardization of 
contract provisions, we have seen 
the enactment by many states in re- 
cent years of the Uniform Sales Act, 
the Uniform Bills of Lading Act, the 
Uniform Negotiable Instruments 
Act, and others. That insurance has 
not been free from this trend is wit- 
nessed by the growing use of stand- 
ard policies in various branches of 
the business. Only recently, stand- 
ard automobile liability, and accident 
and health policies have been 
adopted, and in virtually all lines 
underwriters’ associations are mak- 
ing constant efforts to simplify and 
standardize their contracts. It is 
natural that the fundamental char- 
acter of fire insurance and the very 
large scale upon which it has been 
written should have made it one of 
the first lines to feel the need of a 
standard policy. It is the most recent 
development in this direction in the 
field of fire insurance that we shall 
consider here. 


Tina growth of “big business’ 


"Old" New York Standard 


The history and evolution of the 
standard fire policy has often been 
Tecounted and need only be briefly 
summarized. The confusion aris- 
ing from the use of a multitude 
of complex and non-concurrent pol- 
icles, each company using its own 
form, forced the adoption of a 
standard policy in the State of New 
York in 1886. The New York Leg- 
islature had been on the point of 
drafting its own contract when a 
committee of the Board of Fire Un- 
derwriters of New York took the 
matter in hand and formulated the 
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of the 


STANDARD FIRE POLICY 


policy which was later enacted into 
law. This policy is known as the 
“old” New York standard or “112 
line” policy and was the first to be 
generally accepted, although Mas- 
sachusetts had adopted a policy of 
its own some years earlier. The 
“old” New York standard policy, or 
its substantial equivalent, is in use 
today in approximately twenty-seven 
states, writing roughly forty per- 
cent of the national premium in- 
come, and, aside from a change in 
size in 1911 to fit the typewriter, it 
has remained unaltered since its 
adoption. 








Editor’s Note 


This very excellent paper is num- 
ber 20 in the Howe Readings in In- 
surance of the Insurance Society of 
New York and was awarded the 
T. Y. Brown prize for 1938. It 
should be understood that any opin- 
ion expressed by the author is that 
of the individual and not necessarily 
of the Society or the company with 
which he is affiliated. 








The 112 line policy, while un- 
doubtedly a very able document, and 
while representing a great advance 
over the chaotic conditions existing 
before it took effect, was neverthe- 
less felt by many, as time went on, 
to place unduly heavy restrictions 
upon the policyholder. It had been 
drafted, as has been said, by a com- 
mittee composed of underwriters, 
but upon which neither the public 
nor the state insurance department 
was represented. The policy con- 
tained some fourteen different con- 
ditions, some relating to the moral 
hazard and some to the physical 
hazard, the violation of any one of 
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which, unless permitted by endorse- 
ment, voided the contract thence- 
forth. Even though the violation 
(for example, vacancy beyond the 
permitted period of ten days) had 
ceased before a loss occurred and in 
no way contributed to such loss, 
none the less, the policy was void 
and the insured could make no re- 
covery. The courts recognized this 
to be so unfair to the policyholder 
that in many cases the voiding con- 
ditions were so construed as to be 
suspensory only, i.e. the policy was 
held to be voided only so long as the 
condition was violated, and again 
became effective when the violation 
ceased. The severity of the policy 
was thus relaxed, but the situation 
was not uniform as between differ- 
ent jurisdictions and was naturally 
exceedingly confusing to the aver- 
age insured. Unscrupulous adjust- 
ers, furthermore, were able to take 
advantage of policyholders who did 
not realize that the protection af- 
forded by the policy was broader 
than the printed conditions, taken by 
themselves, would indicate. 


"New" New York Standard 


After some years a demand arose 
for a simplified and less restrictive 
policy, and in 1916 after intensive 
study the National Association (then 
known as the National Convention) 
of Insurance Commissioners ap- 
proved a revision of the 1886 policy. 
This form differed from the earlier 
one chiefly in that the fourteen void- 
ing conditions were reduced to five, 
all dealing with the moral hazard, 

(Continued on next page) 
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and the remainder were made sus- 
pensory only. A change in arrange- 
ment was also made by grouping 
the policy conditions in logical order 
and arranging them under topical 
headings. The length of the policy 
was reduced from 112 to 100 lines, 
printed however in double columns 
and numbered from one to two hun- 
dred. The new policy was generally 
conceded to be very much fairer to 
the insured and was regarded as 
superior to the 1886 policy both in 
form and content. It was established 
in New York by law in 1918 and 
has come to be known as the “new” 
New York standard or “200 line” 
policy. It is in use today in approx- 
imately fifteen states (including 
New York, Pennsylvania, and IIli- 
nois) writing about forty percent of 
total premiums countrywide. 

In addition to the “old” and 
“new” New York policies, a third, 
the “Massachusetts” or “New Eng- 
land standard,” is in use today in 
more than one state, being required 
by Massachusetts, New Hampshire, 
Maine, and Minnesota, writing to- 
gether approximately ten percent of 
total premiums. This policy, which 
dates from 1873, is shorter and more 
liberal than the New York policies 
and is considered in some respects 
superior to either of them; some of 
the more important differences will 
be referred to below. Two states, 
Iowa and California, have adopted 
their own policies differing from 
those in use elsewhere, but in each 
case based upon the New York 
forms. 


Movement for Revision 


There are, then, five forms of fire 
policies, ranging from over fifty 
years to twenty years in age, now in 
use in this country; it is against this 
variegated background that the pres- 
ent movement for revision must be 
considered. At the meeting of the 
National Association of Insurance 
Commissioners at St. Paul in June, 
1936, the Executive Committee rec- 
ommended that a special committee 
be appointed to study the advisabil- 
ity of preparing a simplified and 
modernized uniform fire contract to 
recommend to the Association. A 
committee of five was accordingly 
chosen with Superintendent Pink of 
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New York as chairman. Six months 
later at the December meeting of the 
Association the committee reported 
that, after sampling public opinion, 
it had found considerable sentiment 
in favor of revision and overwhelm- 
ing sentiment in favor of uniformity, 
especially on the part of insureds do- 
ing an interstate business. In general, 
the large buyers of insurance, to- 
gether with the agents, brokers, and 
loss adjusters, were stated to favor 
revision, while the insurers were sat- 
isfied with the present situation. The 
committee asked that it be continued 
and recommended that the Associa- 
tion accept the challenge to have a 
modernized and simplified policy 
uniformly accepted. 


Proposed Revision 


At the Philadelphia session of the 
Commissioners in June of the fol- 
lowing year the committee submit- 
ted a tentative draft of the proposed 
revision. While some opinion fav- 
ored a completely new policy return- 
ing to the short and simple contracts 
prevailing one hundred years ago, 
the committee felt, in view of the 
large amount of business done on 
the present forms and the difficulty 
of securing adoption of any radical 
departures from present practice, 
that the wiser course was to use the 
present 200 line policy as a basis. 
The revision submitted was accord- 
ingly limited in large part to the in- 
clusion of certain new perils and the 
elimination of various clauses now 
commonly waived. At the next meet- 
ing, in December, the Committee re- 
ported further progress and stated 
that several buyers’ groups, includ- 
ing the Risk Research Institute and 
the mutual savings banks, -had gone 
on record as favoring the change. 
The mutual insurers, moreover, were 
stated to be supporting the revision. 
The Committee was again continued 
and the National Board of Fire Un- 
derwriters and the Federation of 
Mutual Fire Insurance Companies 
were asked to appoint two repre- 
sentatives each to serve as members. 
At the Quebec meeting of the Com- 
missioners in June, 1938, still an- 
other draft of the revision was pre- 
sented for consideration. It was 
reported that interest in the subject 
had materially increased and that 
adoption of a satisfactory policy by 
a large number of states was rea- 





sonably assured. In order that the 
Canadian point of view might be 
represented, the Committee was en- 
larged by the appointment of a mem- 
ber from that country. It is hoped 
that when the Association meets jn 
December a final draft will be ready, 
which, if adopted, will then be sub- 
mitted to the respective states for 
approval. The successive steps taken 
in preparing the new policy have 
been given in some detail in order 
to show the thoroughness with which 
the Committee has approached the 
subject. 


Perils Insured Against 


Turning now to consideration of 
the revision itself, the changes con- 
tained in the June 1938 draft may 
be conveniently grouped under the 
following four headings: perils in- 
sured against, moral hazard condi- 
tions, physical hazard conditions, 
and miscellaneous conditions. These 
will be discussed in the order named. 
Opinion has been sharply divided as 
to just how far the present coverage 
against “all direct loss and damage 
by fire” should be broadened. While 
there is general agreement upon in- 
clusion of lightning, which in prac- 
tice is now added by endorsement 
or contained in the form attached 
to the policy, there has been no such 
agreement with respect to other 
perils. Some believe that there 
should be a schedule similar to that 
in the automobile “named peril” pol- 
icy, making it possible to include 
various side lines merely by entering 
a premium figure on the face of the 
policy opposite the coverage desired. 
Others think that the policy should 
remain as at present, a strictly fire 
contract. The proposed revision 
steers a middle course by covering 
only those hazards which have the 
characteristics of a fire, namely “fire, 
lightning, smudge, smoke, and ex- 
plosion,” the last named peril being 
qualified by the usual exclusion re- 
ferring to explosions originating 
within steam boilers, pipes and ma- 
chinery. The coverage is further 
broadened by eliminating both the 
riot and the civil authorities exclt- 
sions. Objection has been made to 
the inclusion of smudge and smoke 
on the ground that such damage 
often caused by friendly fires, which 
might thus be brought under the pol 
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icy. It is feared, moreover, that a de- 
sire for redecoration may lead to an 
increase in fraudulent claims under 
household furniture policies. The 
inclusion of explosion has been op- 
posed in view of the possibility of 
claims arising from dynamiting and 
bomb outrages. The assumption of 
liability for fires resulting from riot 
(this does not, of course, include 
direct riot loss) has also been 
thought to constitute a dangerous ex- 
tension of the present policy. In 
answer to these objections it is 
claimed that smoke and smudge are 
frequently added by endorsement at 
the present time without any adverse 
results and that inclusion of the ex- 
plosion hazard is desirable in view of 
the difficulty of determining whether 
fire or explosion is the proximate 
cause of loss where both are present. 
The liability assumed for fire result- 
ing from riot is said to be negligible, a 
questionnaire having developed that 
fire chiefs in a large number of cities 
knew of no such losses except to au- 
tomobiles. The civil authority exclu- 
sion, moreover, is frequently waived 
by endorsement, and in at least one 
state (Georgia) such losses have 
been specifically held to come within 
the policy. The four states using 
the Massachusetts policy have no 
civil authority exclusion of any kind. 


Moral Hazard Conditions 


Coming to the second group of 
changes, those having to do with the 
moral hazard conditions, we find an 
equally controversial subject. Under 
the “old” New York standard policy 
six of the fourteen voiding condi- 
tions, to which reference has already 
been made, concern the moral haz- 
ard; these deal with unconditional 
and sole ownership, ownership of 
ground in fee simple, commencement 
of foreclosure proceedings, change 
of ownership, assignment of the pol- 
icy before a loss, and chattel mort- 
gage. In the “new” New York 
standard policy the first five remain 
as voiding conditions, while the 
sixth, that referring to a chattel 
mortgage, is made suspensory. The 
present revision reduces the voiding 
conditions to two (change of owner- 
ship and assignment before a loss) 
and eliminates the remaining three, 
as well as the chattel mortgage pro- 
vision, altogether. 
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The retention of the clauses re- 
lating to unconditional and sole own- 
ership, building upon leased ground, 
commencement of foreclosure pro- 
ceedings, and, to a lesser extent, that 
referring to a chattel mortgage, has 
been defended on the ground that 
these provisions are necessary to 
protect the insurer from fraudulent 
claims. It is contended that a moral 
hazard exists whenever the interest 
of the insured is less than that of full 
owner, and that the underwriter 











Bachrach 


W. E. McKell, Vice-President of 
the American Surety Company and 
President of the New York Cas- 
ualty Company, who was elected 
President of the New York Board 
of Trade. Mr. McKell is a past 
President of the Insurance Society 
of New York and before coming 
to New York was Speaker of the 
House of Representatives of Utah. 








should be notified of all such cases 
by endorsement of the policy. In 
opposition to this view, however, 
others have claimed that the insurer 
has ample protection not only under 
the common law doctrine of “utmost 
good faith” but also under the fraud 
and misrepresentation clause, which 
declares that the entire policy shall 
be void in case of any concealment, 
misrepresentation, fraud or false 
swearing in connection with the in- 
surance, whether before or after a 
loss. Those who hold the latter view 
point out that the Massachusetts pol- 


icy contains none of the four moral 
hazard clauses in question but relies 
upon the proof of loss to show the 
interest of the insured in the prop- 
erty. 

A recent survey* of one com- 
munity in Illinois throws an interest- 
ing light upon the working of these 
clauses. Out of almost six hundred 
policies examined, 28% of all those 
covering real property and 55% of 
those covering property held jointly 
by two or more persons were found 
to be void as a result of violation of 
some one of the moral hazard condi- 
tions. The author of this survey in 
what has been called an “unanswer- 
able indictment of the moral hazard 
clauses” shows that the conditions 
referred to in these clauses in no way 
increase the physical hazard, and 
questions whether they do, as a mat- 
ter of fact, increase the moral haz- 
ard. Whether likelihood of arson is 
greater where the interest ef a pol- 
icyholder is less than full ownership 
has never been proved ; certainly the 
experience of states using the Mas- 
sachusetts policy does not indicate 
any increase in the loss ratio from 
this cause. In any case the author 
concludes that it is unfair to the ma- 
jority of honest insureds to insert 
clauses which in many cases invali- 
date their contracts, merely to assist 
in defeating the occasional dishonest 
claim. While many insurance com- 
panies do not deny liability upon 
technical grounds, it is submitted 
that the insured is entitled to a bind- 
ing promise and should not have to 
rely upon a reputation for liberality, 
however well deserved. 


Physical Hazard Conditions 


In the next group of changes we 
find that the new policy relaxes the 
severity of the physical hazard con- 
ditions in a number of ways and thus 
continues the trend begun in the 1918 
revision. Two of the conditions 
made suspensory in the “new” New 
York standard policy, viz. increase 
of hazard and keeping of explosives, 
gunpowder, gasoline, etc., on the 
premises, are now made operative 
only if they “contribute to the loss 
or damage or the amount thereof.” 
The repairs condition is extended 
from fifteen days to sixty days and 
*Gos_e, GeorcE W., Moral Hazard Clauses 


of the Standard Fire Policy, Columbia 
Law Review, Vol. XX XVII, March, 1937. 


(Continued on page 763) 


743 

















The Draft you handed John that day... 


saved his business from bankruptcy 


Joun thanked you the day you handed him 
the U. S. F. & G. draft in five figures to cover 
the loss from embezzlement by a trusted em- 
ployee. His business continued without inter- 
ruption—his credit standing unaffected—de- 
spite a loss which otherwise would have sent 
him into bankruptcy. 


John is in business today, due to a friendly 
word from you. “John,” you said, “don’t you 
think you should have protection against em- 
bezzlement?” He said —“‘my employees have 
been with me for years—I’d trust them all— 
but maybe you’re right. . .” 





How many of your customers do not real- 
ize that the danger of loss through dishonest 
employees is as potent as the danger of fire. 
It’s this fact which makes it your duty to give 
a “friendly word” whenever the need exists. 


Here at the U.S. F. & G. we must rely on you 
to solve the fidelity, casualty and surety prob- 
lems of your prospects and policyholders. To 
help you do this, we support your efforts with a 
record for prompt and fair settlement of claims. 
There is a real thrill in knowing that your 
customers are completely covered — protected 
against any contingency which might arise! 


“Consult your Agent or Broker as you would your Doctor or Lawyer’ 


U. S. F. & G. 


UNITED STATES FIDELITY AND GUARANTY COMPANY 
with which is affiliated 
FIDELITY & GUARANTY FIRE CORPORATION 
HOME OFFICES: BALTIMORE 














its views on the Paramount Fire 
Insurance Company and complet- 
ing the draft of an agency licens- 
ing law, the Executive Committee 
of the National Association of In- 
surance Agents closed a five-day 
session in New York City January 


[is views a statement presenting 


The subject of the Paramount 
Fire Insurance Company now in 
process of organization, has been so 
widely discussed and given rise to 
so much speculation that the com- 
mittee explored all of the facts in 
the case and issued its statement in 
which it is proposed to review as 
well the operations and practices of 
some insurance companies now in 
existence and expresses its disfavor 
of any insurance company where 
its initial operations are dependent 
upon the reinsurance of all of its 
liability! 


Licensing Law 


A great deal of time was spent 
on the verbiage of a proposed uni- 
form licensing law, in which the 
committee undertook to fulfill the 
commitment of the resolution on the 
subject adopted at the St. Paul con- 
vention last fall, that such a bill 
should be “adequately protective and 
not unduly restrictive.” The com- 
mittee has developed such a bill to 
its satisfaction and is now, prepared 
to confer on it with any parties at 
interest. Under the ternis of this 
proposed law, no company employee 
would be permitted to carry on 
agency functions such as counter- 
signature of policies. The section on 
division of commission on brokered 
business was discussed exhaustively. 
It was finally decided that the ques- 
tion of the basis of the division 
should be left to state determination. 
After setting forth the provision 
that where a local agent counter- 
signs a policy for another resident 
Or non-resident agency or broker, 
he shall deduct from the premium 
before remitting to the insurance 
company “the proportion of the us- 
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AGENTS’ EXECUTIVE SESSION 


ual and customary commission, 
which is to be retained by the coun- 
tersigning agent, and charge against 
the company assuming the risk, for 
his or her reasonable compensation 
for services rendered and to be ren- 
dered during the life of the policy.” 
This language is inserted in a note 
in this section, with the provision 
that the section itself should con- 
clude as follows: “Where the or- 
iginating agent or broker collects 
the premium and remits the same, 
or the net amount of the same to 
the insurance company assuming 
the risk, the local insurance agent 
countersigning the policy or contract 
of insurance, shall charge the insur- 
ance company assuming the risk 
with the above named reasonable 
compensation for services rendered 
and to be rendered during the life of 
the policy.” 


Closer to Credit Men 


The committee took action to 
bring about a closer tie-up of the 
committee itself with the work now 
being performed by former Presi- 
dent W. Owen Wilson of the Na- 
tional Association and T. Alfred 
Fleming, Supervisor of the Conser- 
vation Department of the National 
Board of Fire Underwriters, in 
connection with the local units of the 
National Association of Credit Men. 
President Wm. H. Menn and Ex- 
ecutive Committee Chairman Sid- 
ney O. Smith agreed to follow Mr. 
Wilson’s recommendation that they 
direct the Association’s activities 
with the credit men. The individual 
members of the committee agreed to 
forward this undertaking in their 
respective territories. It was pointed 
out that the recent exposure of the 
McKesson & Robbins situation 
makes it fitting that these contacts 
should include certified public ac- 
countants. It was pointed out that if 
there had been insurance on the 
crude drug department of this firm, 
it would have been written through 
a broker who, in turn, would have 
worked with an agent in each lo- 


cality who would have inspected the 
risks, and the deplorable situation 
in this firm would have been ex- 
posed long ago. 


Mass. Assigned Business 


The committe heard a report from 
former President Edwin J. Cole on 
the situation in Massachusetts where 
the automobile liability under the 
compulsory law formerly written by 
two mutuals, now in the hands of a 
receiver, is being written on an as- 
signed basis without agency service 
or agency commission. After Mr. 
Cole’s visit and upon his return to 
his home in Fall River, Massachu- 
setts, the committee sent him the fol- 
lowing telegram: 

“The Executive Committee of the 
National Association of Insurance 
Agents, as a matter of principle, 
believes the public interest is served 
adequately only when an assured 
entitled to insurance protection, is 
accorded such protection through a 
duly qualified and licensed local 
agent, residing in the locality of the 
assured. The committee does not 
look with favor on any arrangement 
which denies local agency service 
to the assured.” 


Membership Leaflet 


At the closing session, James M. 
Crosby, Jr., chairman of the Mem- 
bership Committee, made a report 
on his plans which was approved by 
the committee. Mr. Crosby does not 
propose to conduct an intensive 
membership drive on a_ national 
basis, but to work closely with the 
state Association leaders. He was 
prompted to this decision because 
of the healthy present growth of 
most of the state Associations and 
the number of regional meetings 
many of them are holding in connec- 
tion with the Business Development 
Office program. Mr. Crosby an- 
nounced that the National Associa- 
tion would publish a new member- 
ship leaflet based not on past per- 

(Continued on next page) 
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tify ECAUSE insurance men 

prosper when other business 

is active, I think 1939 is going 
to be a good year for the insurance 
business,” writes R. D. Stafford, 
vice president of The Travelers Fire 
Insurance Company in “Protection,” 
Traveler’s house organ. Forecasting 
a new extension of the field for 
fire insurance and its allied lines, 
Mr. Stafford continues: 

“Unless the business prophets are 
all wrong, 1939 should see more new 
homes built than in any year since 
1930. New homes mean new oppor- 
tunities to write residence fire insur- 
ance, rental value and extended cov- 
erage on the buildings and their 
contents, and increased amounts on 
household possessions, for buying a 
new home almost invariably means 
buying new furniture, rugs and 
equipment to furnish it.” 


Use and Occupancy 


“Merchants and manufacturers 
are again operating at a profit. Their 
need for protection offered by use 
and occupancy insurance is becom- 
ing more apparent and justifies the 
conviction that there is much of it 
to be written. Manufacturers are 
recognizing its value and are buying 
it freely. Merchants need it as much 
as manufacturers do, and there are 
plenty of prosperous merchants 
who never heard of it. 

“In my opinion, use and occu- 
pancy insurance is a challenge to 
the producer who prides himself on 
service to his clientele. The damage 
to the property itself may be only 
a small part of the loss resulting 
from a fire. Income stops, but ex- 
penses are pretty liable to continue. 
The client who learns the truth of 
this by bitter experience isn’t going 
to feel as well pleased with his agent 
as the one who is convinced of the 


OPPORTUNITY KNOCKS 


need of this protection by his agent 
before the fire. It is the agent’s re- 
sponsibility to urge his clients to buy 
the kinds of insurance protection 
they need and every prosperous 
business enterprise needs the pro- 
tection afforded by the use and oc- 
cupancy form.” 


Extended Coverage 


“The New England hurricane 
gave a big impetus to the sale of 
the extended coverage endorsement, 
which includes windstorm insur- 
ance, throughout New England. 
But windstorm insurance is needed 
everywhere. No part of the country 
is immune. New England thought 
it was because many years had 
elapsed since the last destructive 
windstorm visited this part of the 
country. But no matter where you 
live, if the hurricanes don’t get you, 
the tornadoes may! Wherever prac- 
tical, windstorm insurance should be 
written under the extended cover- 
age form because that includes other 
needed forms of protection. 

“Rental value insurance on pri- 
vate homes and rents insurance on 
apartments and rented properties 
should not be overlooked. It is true 
that the premiums are small, but 
selling the coverage is all a part of 
an agent’s service to his clients and 
helps to swell his premium volume. 
With business improving, leasehold 
insurance should again be in de- 
mand.” 


Rates Reduced 


“Fire insurance rates are being 
reduced. Resistance to sales on this 
score is being gradually eliminated. 
Improved building construction, bet- 
ter support to arson laws, motorized 
fire fighting equipment and reduced 
fire losses all contribute to the rea- 


sons for the reduction. 

“This trend will probably con- 
tinue, but underwriters of long 
memories cannot forget the Chicago, 
San Francisco, Baltimore and Salem 
fires. They know that while we have 
escaped a disastrous conflagration 
for more than two decades, the pos- 
sibility of a large part of a big city 
being wiped out by fire still exists, 
Given the right combination of cir- 
cumstances the fire insurance com- 
panies might find themselves called 
upon to pay millions in losses as a 
result of a disastrous conflagration, 
and as a proper protection to pol- 
icyholders, rates must be maintained 
at a level sufficient to cover the con- 
flagration hazard as well as the daily 
run of losses.” 


Inland Marine 


“There is an obvious expansion 
of the sales opportunities offered by 
the inland marine lines. Many fire 
insurance authorities, and certainly 
all marine men, believe that the big 
opportunities for future premium 
expansion lie in those lines which 
cover nearly everything from bridge 
work of a personal nature to that 
of a suspension bridge, against all 
insurable hazards at nearly any point 
of location. 

“We see evidence of jewelry be- 
ing taken out of the family vault, 
furs being renewed and replaced, 
cameras increasing in numbers, mu- 
sical instruments in the hands of a 
coming generation of Rudy Vallees, 
increasing Registered Mail ship- 
ments, even the old horse and wagon 
still operating in many communities 
—all insurable property under one 
form or another—fairly demanding, 
and getting, coverage from some en- 
ergetic agent who is a little more 
surfeited with talk of depression 
than the rest of the world.” 





Agents’ Session—Continued 
formance, but on the present and 
future activities of the National As- 
sociation. He also announced that 
the booklet “Forty Reasons” (for 
local boards) will be revised to bring 
it up-to-date and re-published. 
The committee of five agents, un- 
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der the leadership of Chairman 
Smith, who had spent practically a 
full day in conference with a com- 
mittee of the National Bureau of 
Casualty and Surety Underwriters, 
reported on automobile rate classi- 
fication. The members of the com- 
mittee found that the representatives 


of the National Bureau had made a 
complete study of the general sub- 
ject of automobile rating and the 
particular question of farmers’ au- 
tomobiles. They expressed the hope 
that reclassification of the automo- 
bile liability business will be forth- 
coming. 
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PUBLIC 


NEW era of understanding 
Av good will between business 
and the public, based upon the 
growing trend toward emphasized 
ublic service, was predicted by 
Claude W. Fairchild, general man- 
ager of the Association of Casualty 
and Surety Executives, of New 
York, in an address before the In- 
surance Society of Philadelphia. 
Declaring that public service is the 
keystone of the whole business and 
industrial structure in America, he 
said it now remains for alert man- 
agement to give the people an ade- 
quate and continuing understanding 
of this phase of business activity, 
and make them enlightened partners 
in the undertaking. Then he point- 
edly added: “This will reopen once 
more the broad highway of progress 
that all of us, producer and con- 
sumer alike, strive to travel again.” 
Mr. Fairchild said that it would 
not be necessary to force this prin- 
ciple upon business and industry 
either by legislative mandate or gov- 
ernmental police power and that 
insurance welcomes “this common 
understanding and closer partner- 
ship between business and the pub- 
lic.” “It is but a logical step,” he 
declared, “in the normal evolution- 
ary process of our American social 
and economic systems. Socially, it 
isa product of the unsurpassed edu- 
cational system we have established 
in America. Economically, it is the 
creation of that traditionally and 
typically American institution which 
we know as private enterprise.” 


Program of Public Service 


Capital stock insurance, Mr. Fair- 
child continued, has been conducting 
a broad program of public service 
through the Association of Casualty 
and Surety Executives for many 
years. He pointed to the work it is 
doing in the field of highway and 
street safety, industrial accident pre- 
vention, the correction of conditions 
incident to occupational diseases, the 
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SERVICE 


by CLAUDE W. FAIRCHILD 


destruction of fraudulent claims 
rackets, and many other ways that 
it strives to improve conditions so- 
cially and economically. 

“The test of survival of any pub- 
lic service organization,” the speaker 
declared, “must be the quality of its 
performance. After long years of 
labor and thought, at last we find 
the difficult problem of traffic acci- 
dents yielding to the pressure of 





education, engineering and enforce- 
ment. The number of fatalities in- 
cident to industrial employment has 
been cut in half in the last 25 years, 
and similar efforts are being applied 
to the difficult problem of occupa- 
tional diseases. Crime and fraud 
are being eradicated.” 

Mr. Fairchild pointed out that the 
insurance companies, through this 
program, are not only performing 
the duty of protecting the public, in- 
sofar as they can, against hazards 
that result in death and injury and 
property loss, but that they also are 
accepting and discharging their re- 


sponsibility as insurance organiza- 
tions of keeping rates at levels that 
are reasonably within the reach of 
the insuring public. 


Trusteeship 


“Insurance,” he said, “in effect is 
a trusteeship. No insurance policy 
is stronger than the integrity of the 
company behind it. Insurance com- 
panies do not sell something tan- 
gible. Literally they sell the future 
—the future against adversity. In 
return for the premium paid by an 
assured, they pledge all of their re- 
sources to protect him against the 
exigencies of adversity in the fu- 
ture, and to recompense him for 
losses within the purview of his 
policy. 

“Obviously a business that carries 
such a heavy burden of public re- 
sponsibility must expect a larger 
degree of public regulation. But 
above and beyond all written prom- 
ises and guarantees, and all of the 
regulatory statutes that ever were 
or will be written, the integrity of 
the individual company still stands 
as the most vigilant guardian of the 
rights and security of the assured. 

“That is the highest degree of 
public service. It is the kind of pub- 
lic service that calls for something 
more than writing a policy, invest- 
ing the premium, and paying the 
claim if misfortune overtakes the 
risk. It is the kind of service that 
calls for careful planning, consistent 
research, sound investment, alert 
management, conscientious direc- 
tion, and leaving undone nothing 
that will yield every ounce of protec- 
tion that experience, intelligence, and 
sound judgment can provide. 

(Continued on next page) 





Public Service—Cont. 


“Tt was not to be unexpected, 
therefore, that the capital stock in- 
surance companies not only foresaw 
the coming of this new era in busi- 
ness relations generally, but by the 
very nature of their business found 
it both necessary and helpful to es- 
tablish many years ago facilities for 
carrying their service program for- 
ward on a widespread basis. Ob- 
viously, if each company had at- 
tempted to proceed alone, the result 
would have been duplication of 
effort, increased cost, increasing con- 
fusion, and inevitably slower prog- 
ress toward the desired goal. So, 
many of the companies, in the in- 
terest of economy and efficiency, 
joined their common effort in this 
field within organizational action. 

“Back in the distant past, insur- 
ance rates were just about what 
individual companies decided they 
should be. Of course, alert and 
aggressive companies endeavored to 
keep their rates as low as possible 
in order to encourage more business. 
But there was little or no effort to 
remove the causes which control rate 
levels. Those days belong in the past. 
Today literally the public makes the 
rates. 


Determination of Rates 


“Many things enter into the deter- 
mination of insurance rates, which 
means in the language of the layman 
the price the public pays for assur- 
ance against loss. Preventable acci- 
dents and fraudulent claims con- 
tribute heavily to the ups and downs 
of rates. Legislative activity also 
enters the question. Legislation 
based upon adequate knowledge of 
insurance problems has been, and 
can continue to be, decidedly help- 
ful; but ill-conceived and inexpertly 
advised legislation may have an ad- 
verse effect upon the public welfare. 
The dissemination of accurate infor- 
mation and the problem of occupa- 
tional diseases also come sharply into 
the picture. All of these matters the 
companies can handle more effi- 
ciently, more economically and more 
expeditiously through organization 
than by strictly individual effort. 

“Thus the capital stock casualty 
and surety companies are moving 
forward to a broadening horizon of 
public service. Our companies never 
have forsaken, and never will, the 
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first principle of insurance, that of 
guaranteeing positive protection to 
the assured against financial loss 
when misfortune overtakes the risks 
of life. But with that responsibility 
they recognize and accept another, a 
responsibility that has grown in 
breadth and rapidity with the in- 
creasing acceleration of our modern 
age. It is the responsibility of pro- 
tecting the assured, and society as 
a whole, against hazard itself, 
thereby contributing to the physical 
as well as financial security of all. 
This calls for organizational action. 


Public Service Functions 


“More and more the work of the 
Association of Casualty and Surety 
Executives has developed in the 
widening field of public service. I 
do not believe it is inaccurate to say 
that its functions are wholly of a 
public service character. Carrying 
out the program of the Association 
are seven departments or divisions, 
each having its specialized functions 
to perform, each manned by a highly 
trained and expert staff. They are 
the Public and Agency Relations 
Department, the Claims Bureau, 
the National Conservation Bureau, 
which is our accident prevention 
division, the Casualty, Surety and 
Law Departments, and the Publicity 
Division. In addition, the Associa- 
tion maintains branch offices in San 
Francisco and Washington, D. C. 

“The right of any business or 
industry to survive in the future will 
be tested by the quality of the pub- 
lic service it renders. No one who 
has observed even casually the trend 
of events in the last decade, or be- 
fore, can doubt the presence of that 
fact. It is not something from which 
American business should shrink; it 
is something business will embrace, 
because it marks the beginning of a 
new era of understanding and good 
will, reopening the broad highway of 
progress that all, producer and con- 
sumer alike, strive to travel again. 

“Public service is a term that has 
been much used, sometimes abused, 
and not always understood. It has 
been given many meanings and in- 
terpretations. In the final analysis, 
however, it has but one meaning, 
one shade of interpretation in the 
economic sense. Custom has caused 
it to be commonly associated only 
with what we know as the strictly 





utilitarian commodities and Services, 
such as gas, power, water and trang 
portation. More properly, howeyg 
it is at once both the foundation al 
the keystone of the whole business 
and industrial structure. And now, 
in my judgment, it is to be the major 
point of emphasis in all business, 


Quality of Performance 


“So, too, the test of survival of 
any public service organization must 
be the quality of its performance, | 
am proud of the performance of the 
Association I serve, and the com 
panies which support it. At last we 
find the difficult problem of traffic 
accidents yielding to the pressure of 
education, engineering and enforce- 
ment ; fatalities incident to industrial 
employment have been cut in half; 
progress is being made in the diff- 
cult field of occupational diseases; 
and crime and fraud are meeting 
their master. These things did not 
just happen, they were caused to 
happen. 

“This is the public service of 
which our capital stock companies 
are capable, this is the duty they 
have accepted and are performing, 
through organizational effort. Sup- 
plementing it is the broad program 
each company is carrying out indi- 
vidually. Together we have done 
much; there is much more to do. 
As an insurance group we have kept 
faith by rendering that service which 
prevents costly rates. Without it we 
know that the cost of insurance 
would be much greater than is true 
today. And as a business conscious 
of its responsibility, we have kept 
faith with the public by rendering 
service which is expressed in terms 
of lives saved and injury spared. 

“Our horizon of opportunity for 
continued public service remains in 
the future, our frontier is yet un- 
limited. Because insurance, as a pub- 
lic trust, is and must always be 4 
conservative business, perhaps we 
have been too slow to take the people 
into our confidence, to let them know 
what capital stock insurance is do- 
ing, to make them informed and 
understanding partners in our un- 
dertakings. That must be our next 
field of endeavor, the great field ot 
enlightened public relations. Taking 
justifiable pride in our methods and 
our accomplishments, we accept and 
welcome that responsibility.” 
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COPYRIGHT 1932, BY INS. CO. OF NORTH AMERICA. 


The retarding effect of fire upon the economic life of a community is pointed out in 
this month's North America national advertising . . . which lends greater value to 
the efforts of North America's loss-prevention engineering service. Building upon 
this goodwill foundation, the advertisement emphasizes the need of insurance protec- 
tion and the dependability of North America Policies. 


See our advertisement in the February 27th issues of 
Life and Time and February |8th issue of Business Week. 


Insurance Company of North America 


PHILADELPHIA 
and the 


Indemnity Insurance Company of North America 
write practically every form of insurance, except life. 


Founded 1792 








752 


BEST'S FIRE AND CASUALTY NEWS 








WS 





WATCH 


E come now to the interpre- 

tation of experience for un- 

derwriting and rate-making 
purposes. A risk is presented for con- 
sideration accompanied by a record 
of past experience from which loss 
ratios and indicated pure premiums 
(ratio of incurred losses to earned 
exposure) may be determined. Ques- 
tions arise with regard to the quality 
of the risk and the adequacy, fairness 
and reasonableness of the rates which 
should be paid for a certain insur- 
ance coverage. Policyholder, pro- 
ducer and carrier representative are 
all interested. The interpretation of 
the risk experience becomes a matter 
of vital importance upon which all 
interested parties must agree. 

Two methods of approach sug- 
gest themselves : 

1. The loss ratio for the risk 
may be compared with the per- 
missible loss ratio to determine 
where the risk stands with regard 
to the average of its class which is 
represented by the manual rate, or 

2. The indicated pure premium 
for the risk may be utilized to com- 
pute a rate without regard for the 
manual or any other plan of rating. 
In either event, the credibility of the 
risk experience must be established. 

Of course, we have experience 
rating formulae which are designed 
to measure, scientifically, the evi- 
dential value of risk experience; 
but, in practice, even where the risk 
is experience rated, it is necessary 
to justify the result and discussions 
involving risk experience cannot be 
avoided. The error which is most 
commonly made in these discussions 
is to place too much value upon a 
risk experience which, upon analy- 
sis, is found not to include a com- 
plete distribution of all types of 
losses. Two illustrations will dem- 
onstrate this point: 


Example | 


A large Illinois bakery risk, in- 
sured for workmen’s compensation 
Insurance, is up for renewal and 
question arises whether the renewal 
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y"” STATISTICS! 


The following two rules were de- 
veloped by Mr. Michelbacher in 
the first section of his article last 
month: 


Rute I. 


Always make certain whether 
the statistical data under con- 
sideration were compiled by the 
policy year or the calendar year 
method of accounting. Never, 
under any circumstances, attempt 
a comparison of two sets of data 
unless both are prepared by the 
same method of accounting. 


Rute II. 

When using a loss ratio, make 
an analysis to determine the basis 
upon which it has been calculated 
and the elements which it repre- 
sents. Regard with extreme skep- 
ticism any loss ratio other than a 
ratio of incurred losses to earned 
premiums. When comparing loss 
ratios, be certain that they are 
truly comparable in the sense that 
they both include the same ele- 
ments of paid losses, claim ex- 
penses and loss reserves ; that they 
are both related to the same pre- 
mium base; that they are both 
on either a calendar year or a 
policy year basis; and that they 
both represent the same line of 
business, or, tf several lines are 
involved, that they represent a 
uniform distribution of premium 
volume among the several lines. 














rate is proper. The policyholder is 
considering some form of competing 
insurance and the agent is interested 
in securing the lowest possible rate. 
The carrier underwriting executive 
is sympathetic, but he insists that 
the risk rate shall be unqualifiedly 
adequate. The risk experience is 
available and the underwriter con- 
cedes that the rate for the risk shall 
be computed upon this experience. 
Then the fun begins. 


BY G. F. MICHELBACHER 


The risk experience covers a full 
two-year period and discloses the 
following facts : 


Earned Payroll ........ $2,000,000 
Indicated Pure Premium  $.51 


The benefits of the workmen’s com- 
pensation law have been uniform 
over the experience period and no 
change is now contemplated. 


Assuming an expense ratio of 
40%, the rate indicated by the risk 
experience would be $.85 ($.51+ 
60). The agent insists that this 
rate shall be promulgated; but the 
underwriter calls for an analysis of 
the losses in the risk experience and 
discovers that they do not include 
any so-called “serious” losses. Ob- 
viously the risk experience is de- 
ficient, since “serious” losses may 
be expected inevitably to occur if 
the risk is carried for a sufficiently 
long period of time. 

How shall the missing element 
be supplied? In the absence of ex- 
perience for the risk itself, the log- 
ical plan is to take the “serious” 
pure premium from the Illinois 
classification experience for baker- 
ies. This is $.15 which, when added 
to the $.51 pure premium for the 
risk, produces a “complete” pure 
premium of $.66. On this basis the 
risk rate would be $1.10. 


Example 2 


A similar competitive situation 
arises on an automobile fleet of one 
hundred light, class four, com- 
mercial vehicles. Public liability 
coverage has been written at manual 
rates for limits of $25,000/$50,000 
and two years of experience are 
available. Thirty public liability ac- 
cidents are included in this experi- 
ence with an aggregate incurred cost 
of $5,640 (excluding unallocated 
claim expense). No individual claim 
has produced an incurred cost in 

(Continued on the next page} 
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excess of $500. The actual loss ratio 
is 44.4%. The agent argues that the 
risk has been extremely profitable 
(since the permissible loss ratio is 
55%) and he requests a substantial 
credit for the renewal policy. 

Again the underwriter goes to 
work. He discovers that there is 
experience available showing the 
distribution of public liability losses 
for commercial vehicles by amounts 
of loss. This experience discloses 
that commercial vehicles, during one 
complete calendar year, produced 
36,862 public liability claims of $500 
or under against 5,487 such claims 
between $501 and $5,000. The 
amounts expended were $3,732,073 
for “under $500” claims and $39,- 
461,473 for “over $500” claims, or 
a total of $13,193,546. Eighty-seven 
per cent of the public liability claim 
settlements were under $500 and 
13% were over $500, but the per- 
centages of monetary losses were 
28.2% for the former and 71.8% 
for the latter. 

Fortified by this information, the 
underwriter is prepared to analyze 
the risk experience. He first divides 
the premium received into two parts 
(a) for manual limits of $5,000/ 
$10,000 (b) for excess limits, and 
considers each element separately. 
These amounts for the two-year 
period are (a) $10,000 and (b) 
$2,700. Obviously the risk experi- 
ence provides no basis for determin- 
ing the cost of insurance for that 
part of the coverage for limits in 
excess of $5,000/$10,000 since it 
contains no losses in excess of $500. 
The $2,700 premium for excess 
limits, therefore, is not affected by 
the risk experience. 

The two-year manual premium 
received for standard limits is $10,- 
000. On the basis of the general ex- 
perience above referred to, 28.2% 
of $10,000, or $2,820 represents ex- 
pected losses “under $500.” This 
compares with losses actually pro- 
duced by the risk of $5,640. The 
risk having produced actual losses 
double the expectancy, it is certain 
that it is not entitled to rates below 
manual. If any adjustment in rates 
is indicated, it should be in the na- 
ture of a debit rather than a credit. 

While these examples deal with 
individual risk experience, the same 
line of reasoning is applicable, of 
course, to. the interpretation of ex- 
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perience for classes of risks, terri- 
tories and lines of coverage, par- 
ticularly where the volume of data 
is limited. 


Rute III. 

Before attempting to interpret 
the indications of an experience 
exhibit, establish the degree of 
dependability of the data. Where 
actuarial formulae are not avail- 
able for measuring the credibility 
of statistical information, a simple 
rule is this: never accept an ex- 
perience indication as definitely 
reliable unless an examination dis- 
closes that the data are completely 
representative of losses of all 
types which may reasonably be 
expected to occur. Any deficiency 
discovered in the process of anal- 
ysis must be supplied by personal 
judgment or from another statis- 
tical source before the experience 
can be accepted as a basis for 
forming an opinion. 


Loss Reserves 


In appraising the financial 
strength or the underwriting results 
of a carrier, it is essential that the 
analyst should be able to determine 
the adequacy or redundancy of the 
aggregate loss reserve. If the man- 
agement of a carrier fails to estab- 
lish sufficient reserves, its underwrit- 
ing results actually are less favor- 
able than they are represented to 
be and the “policyholders’ surplus,” 
constituting the cushion behind its 
obligations to policyholders, is some- 
thing less than the figure published 
in its financial statement. It is easy 
to understand, therefore, why there 
is a widespread demand for a rule- 
of-thumb method of testing the ade- 
quacy of loss reserves. Unfortu- 
nately, however, this is another prob- 
lem for which there is no such 
simple, “short-cut” solution. 

A method widely used by chart 
makers is this: 

1. Select a. group. of carriers 
whose loss reserves are assumed to 
be unqualifiedly adequate. Obtain a 
ratio by relating the aggregate loss 
reserves of this group to the aggre- 
gate written premiums for the latest 
calendar year. 

2. Calculate the corresponding 
ratio for the carrier whose loss re- 
serve is being analyzed. 

3. Compare the two ratios. If the 
ratio for the carrier whose loss re- 


serve is being tested is equal to or 
in excess of the group ratio, the loss 
reserve of the carrier is adequate; 
otherwise, the likelihood is that the 
reserve is inadequate. 

There are obvious reasons why 
such a comparison is worse than 
useless. Incidentally, this is a good 
place to introduce a rule which, if 
universally accepted, would save all 
of us many unnecessary explana- 
tions. 


Rute IV. 

In making analyses between in- 
surance carriers of underwriting 
experience or financial statements, 
the use of written premium fig- 
ures should be limited to com- 
parisons of (a) aggregate pre- 
mium volume and (b) distribu- 
tion of premium volume by lines 
of coverage. 


Any comparison of two carriers’ 
ratios of loss reserves to written 
premiums (or earned premiums, for 
that matter) is of no value what- 
ever unless four factors are uniform 
in the two organizations—and since, 
in the very nature of things, this 
condition infrequently exists, it fol- 
lows that such comparisons should 
be scrupulously avoided. The four 
factors will now be discussed. 


1. Premium distribution by lines 
of coverage. 

This is important where the ag- 
gregate loss reserve is compared 
with the aggregate premium vol- 
ume, for the loss reserve varies 
materially according to the obliga- 
tions assumed under the different 
types of insurance contracts. 

In lines such as burglary and rob- 
bery insurance or plate glass insur- 
ance, losses are promptly adjusted 
after the loss occurs. The claim 
occurs ; as a rule, the liability of the 
carrier may be easily and quickly de- 
termined; and the claim is paid. 
There is no necessity to accumulate 
a large reserve against deferred loss 
liabilities. 

In lines such as workmen’s com- 
pensation insurance and liability in- 
surance, on the other hand, losses 
may not be disposed of so expe- 
ditiously. In workmen’s compensa- 
tion insurance, barring lump sum 
settlements and compulsory pay- 
ments into State Funds, serious in- 
jury and fatal cases may involve 
pension payments extending over 
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long periods of time. The reserve 
required to provide funds for these 
future payments gradually accumu- 
lates and in time assumes large pro- 
portions. In liability insurance, 
litigation may be necessary to de- 
termine questions of liability and 
amount of claims and since the legal 
mills generally grind slowly, the de- 
ferred liability in this line grows 
with the passage of time and ade- 
quate provision must be made for 
future liquidation of claims as they 
mature. (Incidentally, the valuation 
of pending liability claims involves 
the exercise of personal judgment 
to a greater extent than does the 
valuation of claims of any other 
type). 

Now assume that one carrier spe- 
cializes in burglary, robbery and 
plate glass insurance and another in 
workmen’s compensation and liabil- 
ity insurance: would any sane per- 
son place the slightest value on a 
comparison of ratios of loss reserves 
to written premiums for the two 
carriers ? 

“Well,” say the rule-of-thumb 
advocates, “we recognized the valid- 
ity of this criticism and we will 
overcome it by making separate 
comparisons for individual lines of 
coverage. Will that make the test 
acceptable?” The answer is “no” 
for other reasons which will now 
be discussed. 


2. Territorial distribution of pre- 
mium volume by lines of coverage. 


Let us assume that comparisons 
are made by lines of coverage: then 
the geographical distribution of 
business becomes of extreme impor- 
tance. Take workmen’s compensa- 
tion insurance for illustration. 

Each state has its own workmen’s 
compensation law which prescribes 
benefits and claim procedure. If 
one carrier has the bulk of its busi- 
ness in a state with high benefits 
for serious injury or death, involv- 
ing the payment of pensions for 
long periods of time, and another 
carrier has the bulk of its business 
in another state with low benefits 
where no claim can possibly involve 
pension payments extending beyond 
a limited period of time (say, six 
years), the loss reserve of the first 
carrier will soon bear a much higher 
relationship to its current premium 
writings than will the loss reserve 
of the second carrier. 
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There are similar considerations 
in the field of liability insurance 
where such conditions as average 
claim cost, frequency of litigation, 
attitude of the legal profession and 
functioning of the courts vary 
widely from one section of the 
country to another and even from 
one city to another. If one carrier 
has its liability business largely con- 
centrated in Boston and New York 
City and another carrier obtains 
the bulk of its liability premium 
income from the Pacific Coast 
states, the liability loss reserve of 
the first carrier will soon outstrip 
that of the second carrier even 
though both may write equal vol- 
umes of business. 





G. F. MICHELBACHER 


3. Age of carrier. 


A carrier transacting such lines 
of coverage as workmen’s compen- 
sation and liability insurance over 
an extended period of time gradu- 
ally accumulates a large number of 
long-term pension cases and law- 
suits, involving serious injuries and 
fatalities. As these expensive claims 
accumulate, the carrier’s loss re- 
serves will naturally reflect this con- 
dition. A younger carrier, in the 
process of building its business, dur- 
ing its early years will have in its 
files a distribution of claims which 
will not be normal in the sense that 
the ratio of serious long-term, ex- 
pensive claims will be low in com- 
parison with the total number of 


open claims awaiting final disposi- 
tion. 

Obviously it would be wrong, 
even if the comparison were made 
by lines of coverage to compare 
the ratio of the loss reserve to cur- 
rent premium income of a carrier 
celebrating its twenty-fifth anniver- 
sary with the corresponding ratio of 
another carrier just entering the 
fifth year of its existence. 

In this connection a recent de- 
velopment in the field of workmen’s 
compensation insurance may be 
mentioned. The laws of several 
states now require carriers to com- 
mute pension claims and to pay 
the present value of future pay- 
ments into a State Fund from 
which claimants will henceforth re- 
ceive benefits as they fall due. A 
new carrier restricting its business 
to one of these states would have 
absolutely no loss reserves on its 
books for serious workmen’s com- 
pensation claim, whereas an older 
carrier which had been doing busi- 
ness long before this procedure be- 
came effective would have on its 
books many hold-over claims from 
the period prior to its inauguration. 


4. Trend of premium income. 

This factor is important because 
while the loss reserve is necessarily 
a growing and expanding account 
because it represents an ever in- 
creasing accumulation of liabilities 
from past operations, the method of 
testing the loss reserve under dis- 
cussion consists of a comparison of 
the accumulated reserve with cur- 
rent, annual premium income. 

If one carrier having reached its 
peak of production five years ago, 
is today writing only half as much 
business as it wrote at the zenith 
of its career and another carrier 
has gradually and consistently in- 
creased its premium volume over the 
years and is today writing twice 
as much business as it wrote five 
years ago, even if both carriers 
are of exactly the same age and 
have exactly the same distribution 
of business by lines and territories, 
it is obviously improper to compare 
their accumulated loss reserves with 
their present-day premium volumes. 

It must be concluded, I believe, 
that such comparisons as between 
carriers are improper. This rule is 
particularly true for multiple-line 
carriers, whose workmen’s compen- 

(Continued on page 768) 
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You will agree 
one of the prin 
cipal duties of 
any insurance 
company is to 
offer specific 
sales help to 
its agents. With 
this thought 
foremost in mind 
CRUM AND FORSTER 
are eternally on the 
lookout for new ways 
to present ideas that 
will mean more business 
and increased income to 
their 20,000 agents. We do not 
believe in hiding our light 
under a bushel but in letting 
it shine so that everybody 
may benefit from it 
When you feel that 
you need more light 
on any fire insur 
ance problemseeus 
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INSURANCE FUNCTION - 


OTH the organizations repre- 

sented have sought for a consid- 

erable time to clarify the public 
accountant’s function in connection 
with insurance as it affects the stand- 
ing of the firm whose statement he 
is preparing. 

Let me make it clear immediately 
that at no time has there been any 
intention as far as we are concerned 
of ‘expecting the accountant to make 
a detailed insurance survey. It would 
be altogether unreasonable to expect 
him to be qualified to make such a 
survey. A thorough knowledge of 
Accountancy and Tax Procedure 
represents a full-sized job for any 
man. He cannot become an insurance 
expert on the side, as it were. 

There can be no doubt, of course, 
that insurance may vitally affect a 
financial picture of a_ business. 
Frankly, in our view, the importance 
of this has not always received its 
full recognition. Accountants usu- 
ally do say something about insur- 
ance, but there is really no stand- 
ardized or officially recommended 
procedure. 


Committee Appointed 


Some time ago at the instance of 
the New York Credit Men’s Asso- 
ciation discussions of this subject 
were begun. A Joint Committee was 
appointed. This Committee has met 
a number of times but has not yet 
concluded its work. 

The objective of the Committee 
was to define the proper function 
of the C.P.A. in respect to insurance 
and to try to work out a uniform 
procedure with regard to what 
should and should not be included 
in the accounting. statement which 
the C.P.A. Society could recommend 
to its members. 
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of the 








Statement made by Alfred Roth- 
schild at a conference called by At- 
torney General John J, Bennett, Jr. 
who ts expected to make a report to 
Governor Lehman containing legis- 
lative proposals to correct public 
accounting practices. Mr. Rothschild 
represented the New York Credit 
Men’s Association and Risk Re- 
search Institute, the national associa- 
tion of insurance buyers. 








We believe strongly that this is 
necessary in justice to the account- 
ant as well as to the other parties 
involved. When you officially limit 
and clarify responsibility, no one has 
an excuse for not knowing where 
he stands. 


Check Policies Against Inventory 


In our view, one of the functions 
of the C.P.A. in the case of a full 
audit might well include the check- 
ing of fire insurance policies against 
inventory and the stating of the re- 
sults of that check on the statement, 
making it perfectly clear, however, 
that all that had been checked was 
the amount of the policies and that 
they were actually in force. 

It is conceivable that if such pro- 
cedure had been followed in the Mc- 
Kesson & Robbins case, the non- 
existence of certain inventories listed 
might have been discovered much 
sooner than it was. It should be 





Wanted—Several  experi- 
enced solicitors in New 
York State for Casualty 
Company, salary basis. Best 
Company, Box No. 15. 











C.P. A. 


remembered that such a check of 
fire insurance in force represents to 
some extent a rough and ready test 
of inventory values. Insurance of 
non-existent values is, of course, 
possible, but in view of the inspec- 
tion system of fire insurance under- 
writers, it is not in the least likely 
when values running into consider- 
able money are involved. 


Function Definite 


We believe two things should be 
done: (1) The function of the ac- 
countant with regard to the insur- 
ance position of the firm whose 
statement he is preparing should be 
definitely determined. This func- 
tion, in our view, includes such de- 
tails as the checking of fire insurance 
policies against inventory and real 
estate values, the checking up of 
Fidelity Bonds and liability policies, 
and the general listing of all policies 
along standardized lines to be agreed 
upon. (2) Since the accountant’s 
work in this connection must defi- 
nitely stop short of an actual de- 
tailed insurance survey, the advis- 
ability of requiring that such a 
survey by a qualified insurance ex- 
pert be furnished in the case of all 
corporations whose securities are’ 
offered for sale to the general pub- 
lic be most carefully studied. 

Both the organizations I represent 
which, as you know, are membership 
non-profit organizations, have given 
considerable thought and study to’ 
this subject and it is possible, there- 
fore, that they may be of help in 
any further discussions of it. We 
should like to emphasize that we 
shall be only too willing to give such 
cooperation. 
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PROPOSED schedule of fidel- 
ity insurance protection for 
banks, showing the minimum 
amounts of coverage for institutions 
with various volumes of deposits, is 
set forth in the current issue of the 
Protective Bulletin of the American 
Bankers Association in an article by 
W. K. Mendenhall, manager of the 
Division of Research of the Towner 
Rating Bureau in New York. This 
schedule is based on a study of the 
loss experience of all surety com- 
panies during the past few years. 
The study of loss experience indi- 
cates “a marked deficiency of insur- 
ance protection,” Mr. Mendenhall 
states. He points out that “contrary 
to general belief,” the survey indi- 
cates, “that a definite relationship 
existed between the size of the banks 
sustaining losses and the amounts of 
losses sustained. It was discovered,” 
he says, “that the largest loss re- 
ported for the four year period for 
each of the deposit groups was sub- 
stantially greater than the largest 
known loss in the next smaller 
group.” 


Minimum Schedule 


He therefore suggests a schedule 
of minimum insurance coverage 
which banks in the several deposit 
groups “should be encouraged to 
carry in order that their protection 
may be deemed suitable or satisfac- 
tory as the initial step in a long 
range plan of correction.” 

The proposed schedule contains 
ten classifications including banks 


MINIMUM INSURANCE 


FOR BANKS 


with deposits between $100,000 and 
$5,000,000. These embrace all but 
about 1,000 banks in the country. 

Mr. Mendenhall observes that, 
“While this initial step toward 
achieving a degree of uniformity 
with respect to minimum amounts 
of coverage will not provide suffi- 
cient coverage to cover abnormally 
large shortages such as many banks 
have witnessed, it is expected that 
a general increase in the minimum 
amounts now being carried must 
ultimately work to reduce the cost 
of blanket bonds to all banks. 

“Tt should be regarded as the first 
of a series of changes which, over 
a period of years, should eliminate 
the penalties of loss through under- 
insurance and result in a much more 
satisfactory condition,” he states. 

“Widespread adoption of a pro- 
gram directed toward suitable or 
satisfactory amounts of coverage for 
banks generally should produce 
gratifying results and reward the 
efforts of those who are concerned 
with the problem,” he says, “if visu- 
alized on the basis that the premiums 
paid by all of the banks are used 
to restore the losses of the unfor- 
tunate few, the effect of the other 
fellow’s losses on the premium 
charged each insured bank can be 
more readily understood. 

“An increase in the number of 
losses which are as large as the 
amounts of the blanket bonds under 
which they are insured, has a tend- 
ency to force an upward revision of 
rates.” 


AMOUNT OF BLANKET BOND COVERAGE 


Banks with 
Deposits of 


$100,000 to $200,000 ..........2eee00s 
200,000 to 300,000 .......sceececuee 
ED MEE 65 i0scnvccccseses 


2,000,000 to 3,000,000 .........ceceeeee 
3,000,000 to 5,000,000 ........sceseueee 
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Suggested Amounts 
Minimum Fair 
iecweanue $10,000 $15,000 
ree 15,000 25,000 
vaeiddemee 20,000 30,000 
swoeeeoaa 25,000 35,000 
eeecekoaien 30,000 40,000 
wieeanen ‘ 35,000 50,000 
ee ene 45,000 65,000 
Jtuahtewe 55,000 80,000 
(chteeawe 65,000 95,000 
ererere 80,000 120,000 

















N last month's column we mentioned that 
January first opened the five-month season 
of intensive labor on the 1939 Best's publica- 
tions. Today that season is well under way 
and the air about 75 Fulton Street is filled 
with the staccato clatter of adding machines, 
typewriters, calculators and the absent- 
minded mutterings of intent statisticians. 
1938 was an eventful year in insur- 
ance. Practically a nation-wide acceptance 
of the safe-driver reward plan, lowered fire 
rates and increased loss ratios, new laws, 
new problems, new trends and many other 
changing principles—all went far to alter 
radically the outlook in the fire and casualty 
field. Truly, 1938 will add an interesting 
story to the analyses in Best's books. 


STORIES IN FIGURES 


It is amazing that exciting stories can 
be told in cold, hard figures—but it's true. 
Users of our publications read, and clearly 
comprehend, those true stories in all their 
many fascinating and revealing chapters. 
For instance, take the average company anal- 
ysis—read the brief history of organiza- 
tion, management and reputation and the 
gradual changes in capital and surplus. 
These are the introduction—the prologue to 
an organization's life story. 

Then examine the investments, the 
previous year's income and disbursements, 
earnings, dividends and share values, care- 
fully considered comments, underwriting re- 
sults and past years’ underwriting exhibit. 
Each of these adds its impressive Bit to the 
moving history of a company's battle for 
supremacy—or recite the errors that will 
eventually lead to oblivion. 


JUSTLY AVID READERS 


These are the stories that are written 
by our editors and that the subscribers to 
Best's publications avidly read from year 
to year. Interesting? Fascinating? Yes, to 
men whose business, income and reputation 
depend on how these companies conduct 
their financial life. For nearly forty years 
our statisticians and editors have been add- 
ing to the gigantic history of one of the 
world's greatest businesses—insurance. 

So vital is this history to most of its 
readers that they are not content with the 
annual chapters of its growth. Thousands 
subscribe to the monthly NEWS [even as 
you and |,) the weekly Bulletins and the 


Confidential Reports so that they may fol- 
low the almost daily doings of this very 
iant. Who said 
eadly dull? 


active and lusty financial 
the life of a statistician is 
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Financed Ins.—Cont. 


Example II 


Second, I quote a paragraph from 


a letter received from another Com- 
missioner : 


“Since you request that I give 
you any personal suggestions con- 
cerning the subject, permit me to 
say that my thought is: Uniform- 
ity, and that the Insurance Com- 
missioners have only in mind 
adequate uniform coverage on all 
classes of financed sales to the end 
that full protection be given to 
both the seller and the purchaser. 
My further thought is that inas- 
much as insurance is involved that 
consideration must be given to the 
question from the viewpoint of 
seeing that no discrimination is 
permitted between ‘Policyholders 
of the same class’; in approaching 
the subject as an Insurance Com- 
missioner, we are confronted with 
the laws of the several states 
which in practically every instance 
prohibits rebates and requires all 
insurance to be in qualified com- 
panies in the state wherein the 
business is transacted. These are 
the outstanding questions that the 
Insurance Commissioners are at- 
tempting to solve and in so doing 
trying to secure for both parties 
at interest the lowest rates pos- 
sible.” 


Example II! 


Third, I quote comments and sug- 
gestions made by still another Com- 


missioner : 


“Finance Companies generally 
do not furnish a copy of the In- 
surance Policy or an Insurance 
Certificate to the purchaser of an 
automobile which they finance 
and, therefore, he does not know 
just what kind of coverage he has 
or when the Policy actually ex- 
pires. In most cases, when the 
final payment is made to the Fi- 
nance Company by the purchaser 
of the automobile, the Insurance 
automatically expires, but the pur- 
chaser is not advised of this fact 
and there are many cases where 
a theft, fire or collision loss has 
occurred after the final payment 
to the Finance Company has been 
made and the owner of the car 
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learns to his financial embarrass- 
ment that there is no insurance. 
Finance Companies should be re- 
quired to furnish a copy of the 
Policy Contract or an Insurance 
Certificate to the purchaser of the 
automobile, so that he will know 
just what kind of coverage he has 
and when the Insurance expires, 
so that he can renew the Insur- 
ance through a regular agent when 
the Insurance placed by the Fi- 
nance Company actually expires. 








ONCE IS ENOUGH 


The policemen in Jugoslavia 
probably figured out in ad- 
vance just how it would work. 
When they overhaul a speeder, 
they maneuver him over on to 
a shoulder of the highway, or 
into a side road where his car 
will be out of the way. Then 
without any bickering or argu- 
ing with the driver, they 
quickly let the air out of all 
four tires, tip their hats and 
leave. 

And there you are, mister, 
with four flats, a red face and 
so mad you could pull up trees 
by the roots. 

But who cares? You asked 
for it. You were speeding. 
Now punish yourself. No 
chance of any smart lawyer 
getting you out of it. 

Get out and start pumping, 
speeder! Pump till your back 
breaks. Pump till the sweat 
drops off the end of your nose! 

Handling speeders this way 
cut Jugoslavian traffic acci- 
dents 50 per cent. 

—The Safe Driver 








“Some Finance Companies have 
in the past and still insist upon 
telling the purchaser that they are 
placing the Insurance on the 
financed automobile and then, in 
turn, they will purchase single in- 
terest coverage protecting their 
interest only and the only time 
that the purchaser of the automo- 
bile has any knowledge that his 
interest is not protected is when 
a loss occurs and he is then ad- 
vised that the interest of the Fi- 
nance Company is only protected 
under the Insurance Contract and 
the purchaser of the car is out of 
luck. It is for this reason that 
Finance Companies should be re- 





quired to furnish a copy of the 
Policy or Insurance Certificate to 
the purchaser, so that he may 
know the form of coverage and 
to what extent his interest is pro- 
tected. 


“The Insurance Companies are 
paying too high a commission for 
automobile finance business. In 
other words, the acquisition cost 
to the Companies is by far beyond 
the permissible acquisition cost. 
Any position taken by any Insur- 
ance Department or other body 
having jurisdiction and control 
over Automobile Fire, Theft and 
Collision Rates would be fully 
justified not to allow or permit an 
increase in the Rates for the re- 
spective types of coverage, even 
though the loss ratio would de- 
mand or justify an increase in 
Rates, until the Companies re- 
duced their acquisition cost to the 
permissible acquisition cost. In 
other words, the Company should 
and must first put their own house 
in order as respects the acquisition 
cost and overhead expense of 
automobile Finance Insurance be- 
fore any increase in Rates for the 
respective coverage should be al- 
lowed or permitted.” 


Conclusion 


It may seem that I am too harsh 
on so large a part of our automobile 
insurance business. It is only be- 
cause I realize the present methods 
of handling insurance on financed 
automobiles is a natural development 
based entirely on the economic needs 
of the business. I am glad that not 
all of this business has been handled 
unethically and unsoundly. Some of 
this business written has been writ- 
ten on a fair, legal and equitable 
basis, with a due regard for the 
rights of the public. 

The people of each state hold their 
own insurance commissioner respon- 
sible for the practices of each com- 
pany doing business within its 
borders. A responsibility rests with 
the Commissioner to maintain a 
careful watch over its companies and 
the practices employed by them in 
his state. There is no _ recourse 
against such officials or his state for 
errors in judgment, incompetencies, 
and laxity of application resulting 
in damages to the public that he has 
sworn to protect. 
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“Unforeseen events... need not change and shape the course of man’s affairs” 





...- AND KEEP YOUR POWDER DRY 


There is more to a fidelity bond than simply reimbursing you 
after the loss has been found out. The very knowledge that 
your employes are bonded helps to prevent defalcations. ..dis- 
courages deliberate dishonesty...deters the man or woman 
who might yield to sudden temptation. It fits the needs of the 
employer who has full trust in his employes but who knows it 
is common sense to “keep your powder dry.” 

When you bond your employes with The Maryland, too, 
preventive machinery is automatically put to work. Individual 
employe records are investigated, facts ascertained which 
might not be readily available to the employer. Careless han- 


dling of funds or stock, faulty accounting methods or other 
dangerous loopholes often are uncovered. Weak spots in busi- 
ness operations can be exposed, so that ordinary forms of 
misappropriation may be discovered in the early stage. Rec- 
ommendations along these lines to one policyholder made 
possible a saving of $50,000 in annual cost. 
ry 7 7 

It is only good business—for you, for us and for the employe— 
if you can cut down the number of defalcations and the result- 
ing loss. It pays in many ways to “keep your powder dry.” 
Maryland Casualty Company—Baltimore. 


The Maryland writes more than 60 forms of Casualty Insurance and Surety Bonds. Over 10,000 Maryland agents are equipped 
to help you obtain protection against unforeseen events in business, industry and the home. 


THE MARYLAND 


SILLIMAN EVANS, Chairman of the Board 


EDW. J. BOND, JR., President 





This advertisement appears in FORTUNE * TIME and BUSINESS WEEK during the month of February 


FOR FEBRUARY, 1939 
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A NAME 
MENTIONED WHEREVER 
the STABILITY of 
INSURANCE IS 
DISCUSSED 











CASUALTY COMPANY 


CHICAGO, ILLINOIS 
Affiltated with 


CONTINENTAL ASSURANCE COMPANY 
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(Above). HOTEL 
ROYAL WORTH 
at W. Palm Beach, 


th 
* COLLIER FLORIDA Hotels 


HERE’ a special sunbeam waiting 
7; warm you and smiling seas 
to wash away your worries—at each 
one of the twelve famous COLLIER 
FLORIDA hotels. You'll find some- 
thing pleasant to do...to see...to enjoy 
every minute of the day. Every facility 
for sports is yours to command. 
COLLIER FLORIDA is the largest 
system of hotels in Florida—you can 
depend on any one you choose to make 
your stay the most enjoyable event 
in your life. Reservations are advised. 
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™* 9 HOTELS DOMINATING THE WEST COAST 


J European American 
% Hotel Manatee River . $3.50up $7.00 up 
radenton 
a“ Hotel Charlotte Harbor 8.00 up 
Punta Gorda 
Hotel Sarasota Terrace. 3.50up 7.00 up 
Sarasota 
Hotel Tampa Terrace - 3.00up 
ampa 
Hotel Floridan - 3.00 up 
U I ig" 11.00 
cee “thgpe bind pte 
GasparillaInn. .. . 11.00 up 
Boca Grande 
EvergladesInn. . . . 2.50up  5.00up 
Everglades 
Rod & Gun Club. . 8.00 up 


Everglades 


» 2 OF THE EAST COAST’S FINE HOTELS 


Hotel Royal Worth . . 5.00up 8.00up 
W. Palm Beach 

Hotel Dixie Court. . . 3.00up 
W. Palm Beach 


IN THE LOVELY LAKE AND CITRUS REGION 
Hotel Lakeland Terrace 3.00 up 
Lakeland 


Consult any travel agent, the hotels direct or 

COLLIER FLORIDA COAST HOTELS 

745 Fifth Avenue,N.Y.C. ELdorado 5-6700 
Barron G. Collier, Pres. ... Geo. H. Mason, Gen. Mgr. 
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Proposed Revision—Cont. 


alterations or repairs. Night opera- 
tion of factories is no longer pro- 
hibited, and a thirty-day “cease op- 
erations” period is allowed instead 
of ten days as at present. The va- 
cancy permit is extended from ten 
days to thirty days to meet the us- 
ual vacation period and reference to 
unoccupancy is deleted altogether. 
The fallen building clause, which in 
1886 was made to apply “if a build- 
ing or any part thereof shall fall ex- 
cept as a result of fire” and which 
in 1918 was broadened to apply only 
“if a building or any material part 
thereof shall fall except as a result 
of fire,” is deleted entirely from the 
present draft. The Massachusetts 
policy does not contain this clause 
and it is frequently waived by en- 
dorsement. 


Miscellaneous Conditions 


Under the final group of changes 
mention may be made of several 
miscellaneous provisions. The 
“other insurance” clause which had 
been made suspensory in the 1918 
policy has been eliminated entirely. 
Since it was almost universally 
waived in practice, there can be no 
objection to doing away with it ex- 
cept in those states where valued pol- 
icies are required. The “pro rata 
liability” clause has been changed by 
striking out reference to invalid and 
uncollectible insurance and provid- 
ing that the policy shall pro-rate 
merely with other insurance cover- 
ing the loss. By excluding from the 
calculation policies which are void, 
the loss adjustment is made a more 
equitable one and the insured is 
benefited. The appraisal clause for- 
merly used has been discarded and 
the Massachusetts clause has been 
substituted in its place. The latter 
provides for a somewhat different 
method of selecting the referees than 
is the case under the New York ap- 
praisal clause and provides, more- 
over, that appraisal (in case of dis- 
agreement as to amount of loss) 
shall, unless waived by the parties, 
be a condition precedent to right of 
action at law. The Massachusetts 
clause would seem to force both the 
insurer and the insured to proceed 
with an appraisal whereas under the 
New York forms only the insured 
is compelled to do so. 


FOR FEBRUARY, 1939 


The proposed revision also makes 
a change in the “‘added clauses” con- 
dition by allowing the addition of 
“any other peril permitted by stat- 
ute.” The purpose of this wording 
is to legalize the use of extended 
coverage endorsements which do not 
come within a strict interpretation 
of the present clause. In an earlier 
draft the clause was revised to per- 
mit the addition of ‘‘any other agree- 
ment which does not limit, restrict, 
or narrow the coverage under this 
policy,” but this amendment was not 
retained, since it opened the door to 
almost unlimited alteration of the 
standard conditions and hence de- 
struction of the policy itself. 


Judicial Interpretation 


Passing from consideration of 
specific changes in the new policy, 
let us examine the larger question 
of whether or not revision should be 
attempted at all. Those objecting to 
the new policy usually base their 
argument upon one of three grounds. 
First, it is said, the present policies 
have been the subject of numerous 
judicial decisions, and to adopt a 
new form would result in a long 
period during which the liability of 
underwriters would be in doubt. The 
recent appearance of a legal work 
listing well over a thousand cases in 
which the courts have passed upon 
the “new” New York standard pol- 
icy alone is ample evidence of the 
extent to which judicial interpreta- 
tion has taken place, and the reluc- 
tance to throwing overboard con- 
tracts which have been so thoroughly 
adjudicated is of course understand- 
able. In answer to this, however, it 
must be realized that most of the 
changes under consideration add very 
little new material to the policy but 
on the contrary remove obsolete ma- 
terial which is customarily waived 
by rider. It follows that past legal 
decisions will still be applicable to the 
policy to a very considerable extent 
and that the fear of a new and un- 
tested contract is largely unfounded. 


Higher Loss Ratio 


Secondly, it is claimed that a 
broadening of the coverage will 
make for a higher loss ratio and 
consequently necessitate an increase 
in rates, never an easy or a welcome 


step. While the loss experience un- 
doubtedly will reflect the increase 
in protection which the policy af- 
fords, it is doubtful whether the rate 
structure would be seriously af- 
fected. In view of the steady decline 
of the average fire rate (from $1.05 
in 1921 to 71 cents in 1935) it ap- 
pears more likely that broader cov- 
erage will serve to stabilize rates at 
present levels for a time rather than 
cause outright advances. In this con- 
nection it is interesting to note that 
numerous suggestions have been 
made to broaden coverage for the 
express purpose of offsetting the 
downward trend of fire rates and 
hence of premium income. In any 
case experience both with the ex- 
tended coverage endorsement and 
with the comprehensive automobile 
policy shows that the public is not 
averse to paying a moderate addi- 
tional charge to secure full protec- 
tion. 


Limited Adoption 


A third objection to revision has 
been the difficulty of securing wide- 
spread adoption of a new policy. It 
has been felt by the stock companies 
especially that, however good the 
form which is developed and no 
matter how superior to the policies 
now in effect, if it does not find 
acceptance in a large number of 
states we shall merely be adding 
one more contract to the four or 
five already in use and be worse off 
than before. That this objection 
to revision is a serious one cannot 
be questioned. Not only must 
apathy be overcome on the part of 
public opinion, the insurance busi- 
ness, and the supervising authori- 
ties, but in some states legal ob- 
stacles are a factor as well. A 
questionnaire sent out by the Com- 
mittee on Revision showed that, 
while commissioners of twenty-six 
states favored adopting a simpler 
and broader policy, three were op- 
posed and nineteen made no answer 
of any kind. Moreover, nine states 
reported that the Insurance Com- 
missioner was not authorized un- 
der the state constitution to ap- 
prove a new policy and that legis- 
lative action would be required. 
Then too it must. be remembered 
that twenty years after the 1918 
revision was approved only about 

(Continued on next page) 
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one-third of the _ states have 
adopted it. It is clear from this 
that adoption of a new form will be 
no easy task. In spite of the diffi- 
culties to be overcome, however, it 
is the opinion of the Committee 
that the new policy will be ap- 
proved in an appreciable number 
of states, if full support from both 
the buying and selling sides of the 
insurance market is obtained. It 
has been suggested that if the 
Commissioners do approve the new 
draft, it be with the proviso that 
it shall not become effective until 
three-quarters of the states have 
adopted it. 


Advantages of Revision 


While the various objections to 
revision of the policy can be 
overcome, it is necessary to go fur- 
ther than this and show positive 
gains if revision is to be a success. 
Three advantages of revision stand 
out: first we shall have a shorter, 
simpler, and more easily under- 
stood policy, second we shall secure 
a broader coverage, and third we 
shall obtain greater uniformity. A 
simple and clean-cut policy, with 
confusing endorsements and waiv- 
ers reduced to a minimum, will 
make it easier for the assured to 
know exactly what is and is not 
covered and will help to avoid em- 
barrassing situations at time of loss 
adjustment. Moreover, the advan- 
tage now possessed by the large 
policyholders with access to expert 
brokerage advice will be lessened 
when needless technicalities are re- 
moved from the form. To the in- 
surance companies, brokers, and 
agents the new policy will mean a 
saving in expense and in what one 
agent has called “paste pot rou- 
tine.” Not only will the policy it- 
self be considerably shorter (the 
proposed draft is eighty-three lines 
in length) than either of the New 
York forms, but such endorsements 
as the lightning clause, civil author- 
ity clause, fall of building clause, 
and those permitting other insur- 
ance, building upon leased ground, 
chattel mortgage, and others will 
be eliminated. While it is true that 
the revision does not go as far in 
the direction of simplification as 
some have advocated, it does rep- 
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resent an important step forward 
and is apparently as much of a re- 
form as the Committee felt could 
be adopted at this time. 


Broader Coverage 


Upon the second count, the re- 
vision brings the policy into line 
with the modern trend toward 
comprehensive coverage, not only 
by the inclusion of new perils but 
also by the elimination of numer- 
ous restrictions. The policyholder 
should be given full protection in 
return for his premium payment 
and is not interested in the differ- 
ent extensions of coverage which 
it has been the custom to add to 
the fire policy piecemeal. Assureds 
familiar with “all-risk” inland ma- 
rine and transportation covers es- 
pecially cannot understand why in- 
surers grant a broad coverage in 
the one case and a narrow and re- 
stricted one in the other. The situ- 
ation is the more puzzling when the 
fire policy is then loaded with waiv- 
ers to accomplish what a marine 
policy very often grants in the first 
instance. A less restricted policy, 
in addition to benefiting the policy- 
holder, is advantageous to the un- 
derwriter in that it is less likely to 
be adversely construed by the 
courts. It is well recognized that 
one reason for the large number of 
cases decided against the carriers in 
the past has been the numerous 
conditions under which the policy 
permitted them to deny liability. A 
recent writer * on the standard pol- 
icy, in referring to the intricate sub- 
ject of waiver and estoppel, says, 
“the insurance contract with its 
many and varied conditions im- 
posing forfeitures for the slightest 
breach thereof, has proved a. fertile 
field for the development and appli- 





* Abe. J. Goldin “Principles of the New 
York Standard Fire Insurance Policy” 
p. 148 (1938). 


FIRE ADJUSTER—Gen- 
eral Fire Adjuster wanted. 
Prefer a man about 35 years 
of age, good appearance, 
with capabilities of develop- 
ing into a branch manager, 
and with knowledge of the 
Detroit, Michigan field. 
State full qualifications, per- 
sonal history, salary desired. 
Best Company, Box No. 16. 

















cation of these doctrines.” A reyj- 
sion which helps to clear away 
some of the legal tangles inherent 
in the present contracts will be a 
boon to the entire business. While 
the proposed draft does not in- 
clude all the suggestions which 
have been made for broadening the 
coverage, such, for example, as 
elimination of the theft exclusion 
and use of pro rata cancellation 
when the assured retires from busi- 
ness, it does make real progress to 
ward the goal of a more compre- 
hensive policy. 


Uniformity 


Uniformity of policy conditions 
is of interest chiefly to the large 
property owner. Savings banks, life 
insurance companies, and national 
concerns doing business in more 
than one state will welcome a re- 
duction in the detail necessitated 
by several different forms. The 
carriers, moreover, will be benefited 
by having fewer printed forms to 
prepare, and underwriters will find 
fewer complications in connection 
with the large schedules and classes 
under the jurisdiction of the Inter- 
state Underwriters Board when pol- 
icy conditions are less diverse. It is 
interesting to note in this connection 
that uniformity has already been 
largely achieved in the Dominion of 
Canada, where the “Twenty-Four 
Articles” are used by all provinces 
except Quebec, which is expected to 
fall into line soon. Standardiza- 
tion will be of real value to both 
insurer and insured and will pave 
the way toward greater uniformity 
of forms and clauses, a field in 
which much still remains to be 
done. 

To summarize, revision of the 
fire insurance policy will result in 
a simpler, broader, and more uni- 
form contract. Quite apart from 
any benefits which the insurance 
carriers would receive, the advan- 
tage to the insuring public of adop- 
tion of the proposed revision is un- 
questionable. In view of this, surely 
the insurance companies should 
themselves take the initiative in 
modernizing their product rather 
than wait until consumer demand 
forces them to make the change, 
accompanied, perhaps, by a still 
greater degree of legislative con- 
trol. 
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ASSETS 

Cash in Banks and on Hand........ $1,242,902.85 
Government Bonds (United States).. 2,080,341.00 
Government Bonds (Canada)....... 177,742.00 
SS EARS PTR 517,789.00 
Public Utility Bonds............... 610,462.00 
| SE TES ee 524,030.00 
Premiums in Course of Collection... 471,535.53 
Reinsurance Recoverable on Losses. 15,807.76 
Total Funds Convertible Into 

Cash on Short Notice......... $5,640,610.14 
ne rr eer Tree 234,200.00 
State, Municipal and County Bonds. 484,787.00 
Industrial and Other Bonds......... 241,724.00 
icin ite i Aer a eihlak 4 eb 43,851.83 
Accrued Interest on Investments... . 39,305.48 
SN 6k kodas sede avens o0 $6,684,478.45 

LIABILITIES 

Unpaid Losses, Net. . ‘7 231,673.40 
Reserve for Unearned Premiums. . ae 797, 261.65 
Reserve for Accrued Taxes......... 60,000.00 
Reserve for Accrued Expenses...... 95,000.00 
Reserve for Contingencies.......... 800,000.00 
pe re $3,983,935.05 
Permanent Surplus Fund......... . .$1,000,000.00 
Add’‘l Surplus Over All Liabilities... 1,700,543.40 
ID ehsreas ssio as Paweas $2,700,543.40 





How well is Millers National prepared to meet 
its “quick” liabilities? 

Millers National could convert $5,640,- 
610.14, or 84.4% of its assets, into cash on 


short notice and liquidate without delay its Q. 
liabilities of $3,183,935.05 with a large re- 
serve of liquidity to spare. It is a remark- 
able fact that this Company is 177% liquid. A. 


How does its total admitted assets compare with 
its liabilities? 

Millers National’s total admitted assets of 
$6,684,478.45 compared to its actual liabil- 


ities of $3,183,935.05 results in a ratio of 
$210.00 of assets for each $100.00 of liability, 
a ratio of more than 2 to 1. 


In what other respect does the above statement 
disclose Millers National’s unusual soundness as a 


fire insurance company? 


More than half of Millers National’s ad- 
mitted assets is actually surplus. To be ex- 
act $3,500,543.40 of surplus, which of course 
includes $800,000.00 in Contingency Re- 
serve, is 52.4% of this Company’s total ad- 
mitted assets. 


Established 1865 


MILLERS NATIONAL 


Insurance Company 
Service Headquarters for 


mm 07 1 OP-ETS) 


Alert Agents 
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TRINITY UNIVERSAL INSURANCE COMPANY 


FINANCIAL STATEMENT 





December 31, 1938 


ASSETS 


Cash and U. S. Government Bonds $ 978,672.21 
State, County and Municipal Bonds 1,744,017.39 
All Other Bonds 66,278.40 
Stocks 1,730,402.20 
First Mortgage Loans on Real Estate.... 447,541.49 
Collateral Loans 126,670.00 
Real Estate 148,547.46 
Premiums in Course of Collection 651,446.78 
Premium Notes Receivable 82,562.48 
Accrued Interest 25,716.65 
All Other Admitted Assets 1,210.92 


$6,003,065.98 


Total Admitted Assets 


LIABILITIES 


Reserve for Losses and Claims $ 221,533.64 
Special Reserve for Liability Claims.... 923,493.03 
Reserve for Unearned Premiums 2,136,722.57 
Reserve for Taxes 142,213.60 
Reserve for Other Liabilities 39,202.17 
Commissions Payable 190,309.84 
All Other Liabilities 4,186.11 
Capital 

Surplus 


2,345,405.02 


$6,003,065.98 


Bonds at Amortized Value, Stocks at Market Values, December 31, 1938 


On the basis of December 31, 1938 market quotations for all bonds and stocks owned, the total 
admitted assets and surplus would be increased by $100,058.00. 





Premium Income 
- $2,373,351.12 
- 2,708,004.24 
- 3,192,737.32 
- 3,894,832.56 
- 4,105,053.15 


$1,261,092.33 
1,380,269.00 
1,655,287.48 
2,042,798.20 
2,136,722.57 


Unearned Premiums 


Surplus to 
Policyholders 


$1,860,986.27 - 
1,937,163.07 - 
2,264,970.96 - 
1,930,718.64 - 
2,345,405.02 - 


Admitted Assets 
$3,913,197.36 
4,169,217.36 
5,003,111.11 
5,272,657.83 
6,003,065.98 
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AMERICA'S 


LEVEN thousand fewer people 

were killed in accidents of all 

kinds in the United States dur- 
ing 1938 than in 1937—a decline of 
more than 10 per cent. Present 
indications are that the number of 
deaths resulting from accidental in- 
juries will run around 95,000 in 
1938, which figure compares with 
106,000 deaths, approximately, in 
1937, and with 110,000 deaths, the 
all-time high figure, in 1936. The 
1938 loss was the lowest since the 
deep depression years of 1932 and 
1933, when the number of deaths 
totaled 89,000 and 91,000 respec- 
tively. 

A decline of 10 per cent in one 
year, following a substantial decline 
in the previous year, might seem to 
indicate that at last the great amount 
of fine safety work which has been 
carried on in recent years is having 
its effect and that we shall hence- 
forth see a lowering of the number 
of accident fatalities from year to 
year. The conclusion unfortunately 
is, to say the least, premature. We 
have had a notable drop in the num- 
ber of fatalities before, as witness 
the low figures for the years 1932 
and 1933. For one thing, general 
business conditions clearly have a 
material effect on the general acci- 
dent toll, and there was consider- 
A decline in business activity in 


Auto Fatalities 


One characteristic of the 1938 
record—a very substantial decline in 
the number of motor vehicle fatali- 
ties—encourages us, however, to be- 
lieve that some lasting gain has been 
made. Motor vehicle fatalities de- 
creased about 8,000, or from about 
40,000 in 1937 to between 31,000 
and 32,000 deaths in 1938. Month 
after month throughout the year 
the motor vehicle accident record 
was better than in the corresponding 
month of the preceding year. The 
gain, furthermore, quite definitely 
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LOSS 


FATAL ACCIDENTS 


was not made through decreased 
motor vehicle travel. Gasoline-con- 
sumption data now available indicate 
little change in the amount of auto- 
mobile mileage in the last two years. 

Deaths resulting from injuries in 
accidents in public places, other 
than those in which motor vehicles 
were involved, and accidental deaths 
arising out of or in the course of 
employment also showed appreci- 
able declines, according to a bulletin 
issued by Metropolitan Life Insur- 
ance Company. 


Home Accidents 


Good as it is, the accident record 
of 1938 was not without disappoint- 
ing features. Apparently there was 
little change in the number of per- 
sons killed in accidents in and about 
the home as compared with 1937, 
despite increased efforts of safety 
workers to acquaint people with the 
hazards of the home. Final records 
will probably show that home acci- 
dent fatalities during 1938 exceeded 
in number those resulting from 
motor vehicle accidents. 


Disasters 


Cataclysms and_ catastrophes 
claimed large numbers of lives in 
all sections of the country during 
the year. Most devastating were 
the hurricane and flood in the At- 
lantic Coastal States in September 
(682 lives) and the floods in south- 
ern California during February and 
March (181 lives). A _ tornado 
originating in Oklahoma spread 
across Kansas, Arkansas, Missouri, 
and Illinois (40 lives). Other 
disastrous tornadoes occurred in 
Charleston, S. C. (29 lives); in 
Rodessa, La. (25 lives) ; in and near 
Belleville, Ill. (22 lives) ; in Alice- 
ville, Ala. (13 lives) ; and in Clyde, 


Tex. (13 lives). Flood waters 
caused 13 deaths in Whitestone, Ga., 
and 10 in Havre, Mont. 


Railroad Accidents 


Forty-seven persons were killed in 
the most serious railroad accident 
in years when a passenger train 
plunged through a bridge in Mon- 
tana. A cloudburst and sudden in- 
crease of water had undermined the 
piers of the bridge. This one acci- 
dent took as many, or more, lives 
among passengers as are lost ordi- 
narily in all railroad passenger 
accidents in an entire year. 


Multiple Fatalities 


Accidents causing 10 or more 
deaths included coal mine explosions 
in Grundy, Va. (45 lives) ; in Pitts- 
ton Township, Pa. (10 lives) ; and 
in Harwick, near Pittsburgh, Pa. 
(10 lives) ; a fire in a hotel in At- 
lanta, Ga. (35 lives) ; the collision 
of a school bus and freight train in 
Midvale, Utah (24 lives) ; the col- 
lapse of a cafe building in Phenix 
City, Ala. (21 lives) ; the vanishing 
of the Hawait Clipper with 15 per- 
sons aboard; the airplane crashes 
near Bozeman, Mont. (10 lives) ; 
near Cleveland, Ohio (10 lives) ; 
and off San Diego, Calif. (11 lives) ; 
the collision of two passenger trains 
near Niland, Calif. (12 lives) ; and 
the premature explosion of dyna- 
mite while workers were blasting a 
tunnel in Baltimore, Md. (10 lives). 

Hundreds of other persons were 
victims in multiple fatality accidents 
of five to 10 deaths. In many in- 
stances all or nearly all the mem- 
bers of a family were killed in the 
same accident. But as in past years, 
most of the deaths resulted from 
accidents involving one or at most 
two lives. 
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Eacu Year dozens of Insurance Companies 
select the Chicago Journal of Commerce for the publication of 
their annual report advertisements, because it is the basic daily 
trade paper for insurance men in the Central West. In addi- 
tion to the coverage of these active producers, this newspaper 
is read by thousands of the best prospects for all lines of insur- 


ance in this important territory. 




















Watch Your Statistics—Cont. 


sation and liability loss reserves us- 
ually aggregate seventy-five percent 
or more of the total loss reserves. 
Does this mean that there is no 
method by which the loss reserves 
of a carrier may be tested for ade- 
quacy? Not at all; but the pro- 
cedure is a laborious one. A method 
exists and the material for its ap- 
plication may be found in Schedules 
‘G,” “O,” and “P” of the Annual 
Statement, which brings me to the 
next rule: 


RULE V. 


The proper method of check- 
ing the adequacy of loss reserves 
is to study the reserve for each 
line separately and to develop at 
successive intervals the incurred 
cost of the claims of a group of 
policies or of @ certain period of 
time. As time passes and the 
facts with regard to these claims 
become more and more definitely 
established, it is possible to make 
an increasingly accurate appraisal 
of their ultimate value. A com- 
parison of the latest estimate of 
incurred losses with estimates 
which were established at pre- 
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vious intervals will show the ex- 
tent to which outstanding claims 
were properly appraised in their 
earlier stages. 


Unearned Premium Reserves 


The corresponding “rule-of- 
thumb” method commonly used for 
testing the adequacy of the un- 
earned premium reserve of an indi- 
vidual carrier produces similarly 
erroneous conclusions. 

Upon analysis, two facts imme- 
diately stand out: 

1. The unearned premium reserve 
is calculated by mathematical for- 
mula, so that the element of per- 
sonal judgment which is such an 
important factor in determining the 
aggregate loss reserve, does not en- 
ter into the transaction at all. For 
this reason, there really is no point 
in attempting to test the adequacy 
of the reserve. 

2. The unearned premium re- 
serve is based not upon the pre- 
miums written by the carrier during 
a given calendar year, but upon a 
special premium exhibit which pro- 
duces what is known as the “Insur- 
ance in Force.” Invariably a wide 
difference exists between “Written 


Premiums” and “Insurance in 


Force.” 


The purpose of the “Insurance in 
Force” exhibits being to determine 
the unearned premium reserve, it 
follows that it should represent pre- 
miums on policies under which there 
is future coverage. For it is only 
in these cases that a portion of the 
premium must be held in reserve to 
meet future losses and expenses and 
to provide for the ever-present pos- 
sibility that the individual policy 
may be cancelled by one party or 
the other, thus necessitating the re- 
turn to the policyholder of a portion 
of the deposit premium. On this 
theory, there are two types of trans- 
actions which affect written pre- 
miums and premiums in force in en- 
tirely different ways. 


1. The first is audit and ‘mstall- 
ment premiums. Assume that an 
interim audit on a workmen’s com- 
pensation insurance policy develops 
an additional premium: this is added 
to the written premium account; 
but since it is already fully earned 
when the additional premium is es- 
tablished, it does not affect the pre- 
miums in force account at all. 
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If sts Lncome yp ppp 


Which, of course, it is—let us recommend that 
you consult our field man covering your ter- 
ritory. His objective is to help you add to your 
commission account. That he has done well 
is shown in the records of the past. He has 
aided our local agents in developing that rich 
mine of potential increases—the accessory 
lines. Ignoring the tripling of fire insurance 
premiums since the turn of the century, we 


find that our agents are today writing as 
much on accessory lines as they did in total 
business in 1900—and they are writing a 
higher percentage of these sidelines than is 
true of the business as a whole. Let our field 
man talk with you about what it means to 
represent this second oldest company in the 
business in this country. 





Lhe Insurance Company of 
the STAT of PENNSYLVANIA 


PH 





CHARTERED IN 1794 
ILADELPHIA, PA. 











2. The second is return premiums 
on cancelled policies. Assume an 
annual policy with a deposit pre- 
mium of $1,000 is cancelled by the 
carrier at the end of six months 
of coverage; a return premium of 
$500 must be paid to the policy- 
holder. This is deducted from the 
written premium account; but be- 
cause the policy is no longer in 
force, the necessity of maintaining 
an unearned premium reserve 
against it has terminated and the 
full deposit premium of $1,000 is 
deducted from the premium in force 
account. 

There are, of course, other dif- 
ferences in the two accounts; but 
these two factors will largely ex- 
plain the reasons for the discrep- 
ancy between them. 


insurance in Force 


Obviously the differences between 
written premiums and insurance in 
force will depend upon the distribu- 
tion of the business of the carrier 
because the conditions with regard 
to audit and installment premiums 
and cancellations are not uniform 
from line to line. 
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One carrier may specialize in 
large workmen’s compensation in- 
surance risks, all written at nominal 
deposit premiums and subject to 
monthly audits of payroll exposure. 
This carrier’s premiums in force 
will be small in comparison with its 
written premiums, and the ratio of 
unearned premiums to written pre- 
miums would be low. 

Another may write exclusively 
public liability insurance on build- 
ings of various types with policies 
issued for annual terms at definitely 
determined premiums payable at 
the inception of coverage. This car- 
rier’s premiums in force would ap- 
proximate its written premiums, and 
the ratio of unearned premiums to 
written premiums would be con- 
siderably higher. 

Assuming an accurate calculation 
of the unearned premium reserve 
by both carriers, could anyone prop- 
erly place the slightest value on the 
ratios of unearned premium reserve 
to written premiums as measuring 
the adequacy of the unearned pre- 
mium reserves of the two carriers? 

The insurance in force of a car- 
rier must be separately established 
for: 


1. Unexpired risks “running one 
year or less from date of policy,” 
and 

2. Unexpired risks “running more 
than one year from date of policy.” 


*Pro Rata or 50%, 


A choice of two methods of cal- 
culating the unearned premium re- 
serve is available for premiums in 
force of the first class; the manage- 

(Continued on page 780) 

*The unearned premium reserve on 
the 50% method is obtained by taking 
50% of the aggregate insurance in force 
on the date of calculation. This is some- 
times referred to as the “half-yearly 
method” since it is based on the theory 
that policies are issued more or less uni- 
formly throughout the year and it may 
be assumed, therefore, that the average 
date of issue is the middle of the year. 
The pro-rata method involves a closer 
approximation to the theoretically correct 
reserve because it takes the insurance in 
force by calendar months of issue and 
assumes that the average effective date 
for each month is the middle of the 
month. The computation of the reserve 
on this basis is a more laborious process 
because it involves an analysis of insur- 
ance in force by months of issue and the 
calculation of unearned premiums for 
each separate month. 
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NATIONAL SURETY 
CORPORATION 


VINCENT CULLEN, President 


FINANCIAL STATEMENT 
December 31st, 1938 


ASSETS 
eee ee eR Rg a ig te we. @ ee 


Investments: ° 
BR rie ie tee a 4 oe a See 





Preferred and Guaranteed Stocks —— 4,605,719.33 
ET . 6,043,900.00 19,839,520.39 
Premiums in Course of Collection, 
ee ee ee ee ee ee 1,358,597.62 
Accrued Interest, Dividends and Rents . . . . . . 111,201.68 
Reinsurance and Other Accounts Receivable . . . . . 76,550.83 
Home Office Building . ig a Sh eee A tea 850,000.00 








TOTAL ADMITTED ASSETS . . . . ._ . $24,187,307.24 


LIABILITIES 
Reserve for Losses and Loss Adjustment Expenses » e e $ 4,425,399.81 
Reserve for Unearned Premiums ES A a ae a 5,605,634.00 
Reserve for Commissions, Expenses and Taxes a a 973,534.72 
“Lomumgeaty Restve . 1. lw ll lle ue 306,111.39 


tics «. « @ @» ¢ » « 6 ieee 
iia og  & Ue let ty » -s - SER 


Tot Capital and Gucplus . ww tw lt lt lls 12,876,627.32 
SS a ll 














*Represents difference between total values carried in assets for all bonds and 
stocks owned and total values based on December 31, 1938 market quotations. 


Securities carried at $1,363,901.62 are deposited for purposes required by law. 









































Pil compound them myself” 


As a pharmacist, you 


know what would happen 
to the customer who com- 
pounded his own prescrip- 
tions—a short life and not 
a very merry one. Fortu- 
nately, most customers 
know this, too, so they 
cheerfully pay for your ser- 
vices as an expert middle- 
man and an authority on 
your subject. 


When the retail druggist 
buys insurance from the ex- 
perienced agent or broker 
of a stock insurance com- 
pany he does not say “$50 
worth of insurance please.”’ 
He asks for and gets the ad- 
vice and full services of an 
expert purchasing agent in 
the complex insurance field, 
like himself an expert mid- 


“A Dollar’s Worth of drugs, please. 





dleman. No worries about 
uncovered risks that might 
wreck a business. 


* * * 


Because we believe so thor- 
oughly in the services of an 
expert middleman whether 
retail druggist, insurance 
agent or broker we refuse 
to accept business direct 
because it is not in the in- 
terests of the Company or 
the assured to do so. When 
you buy National Surety 
Fidelity Bonds, Surety 
Bonds, Burglary or Forgery 
Insurance through your lo- 
cal insurance agent, you 
deal with a customer and 
friend who isa fellow mem- 
ber and supporter of the 
American Business System. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 





ae 


@ This is a reprint of 
an advertisement 
of National Surety 
Corporation which 
appeared in Drug 
Topics, a leading pub- 
lication in the drug 
trade. It was directed 
to the independent 
business men in the 
drug trade in your city. 


This advertisement 
has also appeared 
in a long list of bank- 
ing and financial 
publications. It is an 
effective sales help 
to our agents and 
another proof of 
our belief in and sup- 
port of the American 
Agency System as a 
part of the American 
Business System. 
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The Golden Gate International Exposition? 


Be sure to make Fireman’s Fund your headquarters when 


you visit the Fair. This has been our home town for 76 


years. We are proud of San Francisco and we want you to 


return home impressed with the city and with the warm- 


hearted hospitality of one of its oldest establishments. 


> 4 
Quy inse™ 


GOLDEN GATE INTERNATIONAL EXPOSITION—A PAGEANT OF THE PACIFIC — 
CARRIES ITS MISCELLANEOUS CASUALTY INSURANCE WITH 
FIREMAN’S FUND INDEMNITY COMPANY 


Fire - Automobile - Marine - Casualty - Fidelity - Surety 


IREMANS FUND GROU 


Fireman’ Turd (surance 
— ad bedemnty ay ay 


New York - + SAN FRANCISCO 


DEPENDABLI lmas UW RA T 


fancies 


Atlanta 
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FIFTY MILES OF SERVICE 


Modern merchandising methods demand that goods be on contin- 
uous display if they will be moved from the storekeeper’s shelves 
to the consumer’s home. Plate glass is the prime medium for this 
display but—it must be intact twenty-four hours of each day. 


In Chicago and within 50 miles of that great city there are thousands 
of businesses that rely on their show windows to effect quick turn- 
over of their products. Broken and boarded-up windows mean lost 
dollars in sales. 


Speedy and dependable plate glass replacement is essential. AMER- 
ICAN GLASS, with its fleet of fast, reliable trucks, manned by ex- 
perienced drivers and workmen, reduce inconvenience and delay 
to the minimum. It pays big dividends—to insurance companies, 
agents and storekeepers—for us to handle your replacements. 


Amercian Glass Company 


1030-42 NORTH BRANCH STREET - CHICAGO - MOHAWK 1100 
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HE Conference Committee on 

Adjusters representing _ the 

American Bar Association, 
American Mutual Alliance, Asso- 
ciation of Casualty & Surety Exec- 
utives, International Claim Asso- 
ciation, National Board of Fire 
Underwriters and National Asso- 
ciation of Independent Insurance 
Adjusters in meeting at Chicago 
on January 8, 1939, besides con- 
sidering other subjects, adopted 
and issued the following statement : 

On July 24, 1938, at the annual 
convention of the American Bar 
Association, an agreement was en- 
tered into reading in part as fol- 
lows: “As a result of a thorough 
study of the relationship between 
the fields of the adjustment of 
claims and of the practice of law, 
it has been unanimously agreed be- 
tween the American Bar Associa- 
tion Committee on the Unauthor- 
ized Practice of Law and the 
Committee on Lay Adjusters of the 
Insurance Section of said Associa- 
tion, in conference with a special 
committee representing all types of 
insurance interests—life, fire, ma- 
rine, and casualty—that laymen 
have a proper place in the adjust- 
ment of claims. There is hereby 
established a joint Committee com- 
posed of ten members, five of whom 
shall be representatives of the 
American Bar Association, and five 
who shall be representatives of the 
above designated insurance inter- 
ests, to which complaints concern- 
ing insurance adjusters or attor- 
neys handling insurance claims may 
be referred. Such committee shall 
be known as the Conference Com- 
mittee on Adjusters. The Confer- 
ence Committee, or a sub-commit- 
tee thereof, shall investigate such 
complaints and recommend or take 
such action as is necessary to cor- 
rect practices deemed contrary to the 
public interest.” 


Statement of Rights 


The Conference Committee on 
Adjusters, as formed under the 
above agreement, having consid- 
ered the business of adjusting in- 
surance claims in its relation to the 
policyholder, the claimants, and the 
Practice of law, has adopted the 
following statement of the matters 
with which it has thus far dealt, 
which it believes presents a correct 
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ADJUSTERS 


description of certain of the rights 
of the interested parties and the 
general public. 

The insurance business operates 
under sanction of law for the pro- 
tection of its policyholders and the 
public. The terms of insurance pol- 
icies are nearly all upon standard 
forms adopted or approved by state 
authorities in the interest of the 
public. 

The ‘Committee believes that 
anyone who has, or thinks he has, 
a claim against a company is en- 
titled at all times to courteous, fair 
and just treatment from the repre- 
sentatives of that company. .A 
claimant is entitled to an investiga- 
tion of his claim and a reasonably 
prompt statement of the company’s 
position with reference to it. 

The Committee recognizes that, 
while the companies have a definite 
obligation to pay all just claims and 
to avoid unnecessary litigation, they 
have an equally definite obligation 
to protect the insurance buying 
public from increased costs due 
to fraudulent or non-meritorious 
claims. 


Two Classes of Claims 


1. Claims under insurance poli- 
cies, for the purpose of this state- 
ment, are divided into two classes: 

First—A claim in contract by a 
policyholder or beneficiary directly 
against the insurance company 
which issued the contract. 

Second—A claim of a third per- 
son in tort against the holder of a 
policy of liability insurance. 


First Class 


2. In the first class the claimant 
and the insurance company each 
has the right to discuss the merit 
of the claim with the other, and to 
settle it. 


3. In the second class, under a 
policy by which the company in- 
sures the liability of the policy- 
holder, it is recognized that the 
company has a direct financial in- 
terest in the claim presented against 
the policyholder, and in a suit in 
which the name of the company 
may not appear as a party litigant, 
but which the company is obliged 
to defend in the name of the policy- 
holder. Therefore the company has 
a right, 

(a) To discuss with the policy- 
holder or the claimant the merit of 
the claim, and to settle it. 

(b) To investigate the facts, in- 
terview witnesses, appraise dam- 
ages, consider and determine the 
liability of the insurance company 
and its policyholder in the factual 
circumstances. 


Second Class 


4. In handling claims under the 
second class— 

(a) The companies or their rep- 
resentatives will not advise the 
claimant as to his legal rights. 

(b) The companies and their 
representatives, including  attor- 
neys, will inform the policyholder 
of the progress of any suit against 
the policyholder and its probable 
results. If any diversity of interest 
shall appear between the policy- 
holder and the company, the policy- 
holder shall be fully advised of the 
situation and invited to retain his 
own counsel. Without limiting the 
general application of the forego- 
ing, it is contemplated that this will 
be done in any case in which it ap- 

(Continued on page 775) 
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GENERAL 
REINSURANCE CORPORATION 


90 JOHN STREET, NEW YORK + 200 BUSH STREET, SAN FRANCISCO 





Items from Financial Statement of September 30, 1938: 


RG és eo 6 be we wes $1,000,000.00 
RES So eS He ete he wo a 6,412,088.40 
4 sg 6 a Se se ee 5,993,035.24 
Premium Reserve ....... . 2,291,933.76 
All Other Liabilities ....... 924,654.28 


Total Admitted Assets . . $16,621,711.68 


Securities carried at $925,170.03 are deposited 
in accordance with law. 


Casualty, Fidelity and Surety Reinsurance 
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A Direct “In’”— 


to the offices of 26,262 bank executives throughout the United States. That is 
what the advertising columns of the AMERICAN BANKER offer you every day in 
the week. 


This powerful medium—America's only daily banking newspaper—reaches your 
prospect at the time he is making his decisions. It is a part of his business day, and 
it puts your message where you want it, with all the influence of the daily press. 


Plan a test campaign NOW, and see for yourself how effectively the AMERICAN 
BANKER converts prospects into customers—and at such a small expense. 


American Banker 


The Only Daily Banking Newspaper, 
Established 1836 


32 STONE STREET NEW YORK, N. Y. 


BEST'S FIRE AND CASUALTY 
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Adjusters vs. Lawyers—Cont. 


s probable that an amount in 
excess of the limit of the policy is 
involved, or in any case in which 
the company is defending under a 
reservation of rights, or in any 
case in which the prosecution of a 
counterclaim appears advantageous 
to the policyholder. 


Both Classes 


5. Under both classes of claims: 

(a) The companies will not deal 
directly with any claimant repre- 
sented by an attorney without the 
consent of the attorney. 

(b) The companies may prop- 
erly interview any witnesses, or 
prospective witnesses, without the 
consent of opposing counsel or 
party. In doing so, however, the 
company representative will scru- 
pulously avoid any suggestion cal- 
culated to induce the witnesses to 
suppress or deviate from the truth, 
or in any degree affect their free or 
untrammeled conduct when appear- 
ing at the trial or on the witness 
stand. If any witness so requests, 
at the time of making any written 
statement, or within a reasonable 
time thereafter, he will be given a 
copy of such statement. 

(c) The companies or their rep- 
resentatives will not advise claim- 
ants to refrain from seeking legal 
advice, or against the retention of 
counsel to protect his interest. 

(d) The companies will respect 
the disabilities of minors and in- 
competents, and agree that no set- 
tlement of a cause of action of an 
infant or an incompetent shall be 
presented to a court for approval, 
except under provision for an in- 
vestigation of the propriety of the 
settlement either by the court or by 
counsel independent of the defend- 
ant. 

(e) The companies will not per- 
mit their employees—whether lay- 
men or lawyers—to collect for 
agents or policyholders claims or 
accounts in which the company has 
no interest. 

(f) The companies recognize 
that the Canons of Ethics of the 
American Bar Association apply to 
all branches of the legal profession, 
and that specialists in particular 
branches are not to be considered 
as exempt. from the application of 
those Canons, 
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(g) Lay adjusters will only be 
permitted to fill in blanks of release 
forms previously drafted by coun- 
sel, and they will be forbidden to 
draft special releases called for by 
the unusual circumstances of any 
settlement. All such special releases 
shall be prepared by counsel. 

(h) The companies will under- 
take to be responsible for the con- 
duct of their employes in observ- 
ing and executing the foregoing 
principles, and will endeavor to see 
that their representatives, other 
than employes, do likewise. 











E. W. Sawyer, widely known in- 
surance lawyer and nationally rec- 
ognized authority on policy cover- 
ages for casualty insurance, whose 


appointment as attorney is an- 
nounced by William Leslie, general 
manager of the National Bureau of 
Casualty and Surety Underwriters. 








6. The members of the Confer- 
ence Committee on Adjusters will 
report the above statement to their 
respective organizations and rec- 
ommend its adoption. 

7. The Conference Committee 
will continue to meet for the fur- 
ther consideration of the foregoing 
matters, and of the problems not 
dealt with in this statement, and 
the Committee expresses the hope 
that all complaints of the conduct 
of lawyers or insurance companies 
in connection with claims under in- 
surance policies may be referred to 
the Committee for its consideration. 


ADJUSTERS VS. LAWYERS 
IN S. C. 


HE South Carolina Industrial 

Commission recently rescinded 
its former ruling which required 
that only licensed attorneys plead 
cases before the Commission in its 
Single and Full Commission hear- 
ings. At present a licensed attor- 
ney of South Carolina is required 
only on appeal cases to the Full 
Commission. 





NEW JERSEY BAR MEETING 


HE Annual mid-winter meeting 

of the New Jersey State Bar As- 
sociation, was held January 13-14, 
1939 at the Essex House, Newark, 
New Jersey. The section of the 
insurance law participated in the 
proceedings by having a conclave 
of its members. Subjects of par- 
ticular interest to the profession 
pertaining to this phase of the law 
were discussed at the meeting of 
the section on January 13th. 

Speakers and their subjects in- 
cluded: Samuel J. Foosaner, New- 
ark, “Lawyers and Life Insur- 
ance”; Seymour Bodner, Newark, 
“Some of the High Lights of Cas- 
ualty Policy”; Edward Gaulkin, 
Newark, “Proposed Revision of the 
Standard Fire Insurance Policy.” 

Joseph C. Paul is chairman and 
Samuel M. Hollander secretary of 
the insurance section. 





RESIDENT AGENCY 
HEARING POSTPONED 


BY virtue of an order signed by 

members of the three Federal 
Courts which will hear the case in 
which thirty-four casualty insur- 
ance companies have attacked the 
constitutionality of the Virginia 
Resident Agency Law, the hearing 
has been postponed from February 
1 until March 20. The reason given 
for the postponement was that At- 


torney General Abraham _ T. 
Staples, who is representing the de- 
fendants, Virginia Corporation 


Commission, desires more time in 
which to take testimony and file 
their petitions. In the meantime 
the temporary injunction restrain- 
ing enforcement of the law will 
continue in effect until a decision 
has been rendered. 
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Financial Statement 


December 51, 1958 





ASSETS 
il | U. S. GovERNMENT Bonps* 
fi CorPorRATION STOCKS 
Stock oF Sussipiary Fire INsuRANCE COMPANY 
{Tota INVESTMENTS 
Premiums IN Course OF CoLLection (Less than 90 days old) 
Casu 1N BaNnKs AND OFFICES 
AccrRUED INTEREST 
Torat ApMITTED ASSETS 


* Securities carried at $970,515.10 in the above statement 
are deposiled for pur poses required by law. 


LIABILITIES 


RESERVE FOR UNEARNED PREMIUMS 

RESERVE For LiaBitity CLarms AND Ciaims Expense (N. Y. Law) 
RESERVE FoR OrHer Ciaims aNnp CLatms EXPENSE 

RESERVE FoR Commissions (Not Due) 

RESERVE FoR TAXES 

RESERVE FOR OTHER LIABILITIES 





i) 
‘ CapiTaAL Stock $2,000,000.00 
{ SURPLUS 7,147,428.95 


Surpius as Recarps POLIcYHOLDERS 
Toray LIABILITIES 
+ Valuations on basis approved by National Association of 
Insurance Commissioners. If actual December 31st, 1938, 


Market Quolalions had been used, the Assels would be 
$22,979,109.05, and Policyholders’ Surplus $9,373,199.64. 


ST. LOUIS, MISSOURI 
BRANCH OFFICES 
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$11,905,796.69 
4,744,000.00 
1,108,941.44 
$17,758,738.13 
1,902,534.51 
3,013,701.13 
$22,753,338.36 


$6,640, 153.38 
5,231,972.68 
486,460.71 
413,618.49 
821,865.67 
11,838.48 


9,147,428.95 


$22,753,338.36 


AMERICAN AUTOMOBILE INSURANCE CO. 


ATLANTA + BALTIMORE - BOSTON + CHICAGO + CINCINNATI +« CLEVELAND - DETROIT 
INDIANAPOLIS + KANSAS CITY - LOS ANGELES - MILWAUKEE - MINNEAPOLIS - NEW ORLEANS 


NEW YORK - PHILADELPHIA - PITTSBURGH « ST. LOUIS +- SAN FRANCISCO - SEATTLE 
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America Fore Group: To succeed Rob- 
ert N. Wilson as special agent in Indiana 
for Fidelity-Phenix and First American, 
Kent L. Macy has been named, assisting 
State Agent Roy P. Elder, with head- 
quarters in Indiana. Mr. Macy, a gradu- 
ate of the Armour Institute of Technol- 
ogy, has been attached to the engineering 
department of America Fore at the 
Western Department for two years. 
* * * 


American of Newark: Named last 
month as special agent in Connecticut for 
the fire companies of The American In- 
surance Group of Newark was William 
F. Halloran. He has been with The Amer- 
ican since June, 1923, over the past ten 
years as office manager of the New Eng- 
land Department in Boston. 
+ * * 


American Indemnity: Warren A. Coan 
is now Chicago manager. He had been 
acting manager since last July. 

a * o* 


Bankers Indemnity: David W. W. Par- 
sons was recently appointed assistant to 
C.R. Faulkner, manager of the claim de- 
partment of the Philadelphia branch. Mr. 
Parsons has had considerable experience 
as a claims man, coming to the Bankers 
Indemnity from the Aetna group. The 
Philadelphia branch office of the Bankers 
has jurisdiction over Eastern Pennsyl- 
vania, Southern New Jersey, Maryland, 
Delaware and Eastern Virginia. 


*x* * * 
Booth, Potter, Seal & Co., and Dea- 


con, Schnebly & Co. Two new organi- 
zations, composed of men who have had 
long experience in the insurance field, 
opened joint offices in the Public Ledger 
Building, Philadelphia, as of January Ist. 
The firm of Booth, Potter, Seal & Co., 
consists of the following members: Sam- 
uel Potter, Henry D. Booth, Jr., Henry K. 
Seal, Walter G. Jones, Frank J. Wise and 
Harry Mackerell. They were associated 
with the old firm of Henry W. Brown & 
Co., which was dissolved at the expiration 
of its partnership contract on December 
31, last. 

Former associates of the old firm of 
Henry W. Brown & Co., comprise the 
present membership of Deacon, Schnebly 
& Co. The members of the firm are Rob- 
ert W. Deacon and Keith G. Schnebly 
both of whom have had many years of 
imsurance experience. 

* * * 


Continental Casualty: Lyle L. Beach 
has been appointed as Assistant General 
Counsel. Mr. Beach for the past five years 
has been engaged in important legal and 
tax work for the Crane Company. For 
Six years prior to that time he was con- 
nected with the Standard Oil Company 
of Indiana. 
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RECENT DEVELOPMENTS 
IN THE FIELD 


J. K. Dennis has been promoted to 
Eastern agency superintendent of the 
Company’s commercial accident and 
health department. Mr. Dennis has been 
in 7 accident and health business since 
1922. 

John Harfst, also from the home office, 
will have his headquarters in the Eastern 
department and will devote his time to 
the production of commercial accident 
and health business under the direction of 
Mr. Dennis. 

F. R. Cole continues in the same capac- 
ity as assistant agency supervisor in the 
territory which comes under the super- 
vision of the Eastern department. 

* * * 


Corroon & Reynolds: Former Califor- 
nia State Agent Kelsy J. Olds, with 
headquarters in Los Angeles, is now at- 
tached to the Pacific department in San 
Francisco in charge of automobile and 
inland marine departments. Mr. Olds was 
succeeded in Los Angeles by V. S. Ker- 
ans. 

*x * * 
Crum and Forster: Walter Nordell of 
Sioux Falls, S. D., has replaced A. J. 
Danziger as Iowa Special Agent, who 
was recently transferred to Ohio. Upon 
graduating from Armour Institute, Mr. 
Nordell was employed by the Fire Under- 
writers Inspection Bureau, and for the 
past year has been assistant manager at 
Sioux Falls. 

* * * 


Eagle Star: Two field appointments re- 
cently announced are those of Fred W. 
Ballou as state agent for Maine, New 
Hampshire, Connecticut and Rhode Is- 
land and Howard W. Yount as Special 
Agent in Illinois and southern Wisconsin. 
Formerly Mr. Ballou, who succeeds P. N. 
Gilbert, Jr., resigned, was Special Agent 
in the same territory under the latter. Mr. 
Yount served the Illinois Inspection Bu- 
reau for four years and for the last three 
years was engaged as underwriter and 
engineer of Warner’s Canners Exchange. 
* * * 


Employers Group: Leroy A. Davison 
has been appointed superintendent of the 
payroll audit departments of the com- 
panies. He came to the Employers’ Group 
in 1920, having been previously in the 
investment banking line. In August 1936 
he was promoted to the assistant super- 
intendency in the payroll audit depart- 
ment. 
x * * 


Fidelity and Deposit: William Kroll, 
formerly assistant manager of the New 
Orleans Branch, has been transferred to 
the Washington Branch as assistant man- 
ager. Gordon B. Hebb, who has been con- 
nected with the Boston Branch for over 
thirteen years and more recently in charge 
of the Judicial and Public Official Divi- 







sion of that branch, has been promoted to 
the assistant managership of that branch. 
William A. Hein, formerly assistant 
manager of the Cincinnati Branch, has 
been transferred to the Syracuse Branch, 
where he will succeed the late Lewis R. 
Macdonald as assistant manager. John F. 
Quinan, formerly special agent in the ter- 
ritory of the Boston branch, who recently 
completed his postgraduate course in the 
Home Office Training School, has taken 
up his new duties as special agent in the 
territory of the Cincinnati branch. 
* * * 


Fidelity and Guaranty Fire Corpora- 


tion: Recent field changes include the ap- 
pointment of James E. Hackett, Special 
Agent for Maryland, except Eastern 
Shore and City of Baltimore ; B. H. Rob- 
erts as Special Agent for Northern and 
Central Ohio; and Hoyt M. Hammer, 
Special Agent for Southwestern Ohio. 
on ca + 


Fireman's Fund: Louis P. Allaire, staff 
engineer at the company’s western de- 
partment in Chicago, has been appointed 
Special Agent in Indiana. He spent nine 
years with the Iowa Insurance Service 
Bureau and joined the Fireman’s Fund 
two years ago. 

William C. Saunders, Jr., who resigned 
as special agent in Virginia on February 
1 to enter the agency of Julius Straus & 
Sons at Richmond has been succeeded by 
Thomas E. Sims, Jr. The latter formerly 
traveled several Southern States as in- 
land marine and automobile special agent. 

J. Howard Holliday, appointed. at the 
turn of the year as Special Agent for 
Western Pennsylvania to assist Special 
Agent Carlton Timberman previously 
was connected with the Western division 
of the Middle Department Rating Asso- 
ciation. Mr. Holliday succeeded Joseph L. 
Lacher who was appointed special agent 
for Northern and Central New Jersey. 

*x* * a 


General Accident Fire and Life: John 
Kaufman, formerly manager of the 
Springfield, Mass., office, has been trans- 
ferred to the U. S. Branch office of the 
company to act as assistant to A. W. Wil- 
sterman, Superintendent of Agencies. 
Mr. John T. Orr, formerly of Boston, has 
been appointed Springfield manager to 
succeed Mr. Kaufman. 
* * * 


Glens Falls: Appoints Mr. John P. Car- 
roll as Special Agent for the States of 
Colorado, New Mexico and Wyoming. 
He will also act in the same capacity for 
the Commerce in Colorado and Wyoming. 
Mr. Carroll replaces Chester Long, who 
resigned to join the Southwestern Fire 
General Agency in Phoenix, Ariz. 
(Continued on next page) 








Globe and Rutgers: D. D. Hobbs of In- 

dianapolis and Indiana Special Agent for 

Great American for a number of years 

is now Indiana State Agent for this com- 

pany and its affiliate, the American Home. 
x ok 


Great American Group: Changes in the 
Southern field recently announced fol- 
lowed leave of absence granted Harry G. 
Spaulding, State Agent of the Great 
American, American Alliance and Massa- 
chusetts Fire & Marine in Florida, in the 
hope rest will improve his health. Special 
Agents Albert S. Doughtridge, trans- 
ferred from Pittsburgh, and Seth G. Mc- 
Keel, who has been im that field for sev- 
eral months, temporarily will handle the 
companies’ field work. 

Other recent changes in the field in- 
cluded the transfer to Tennessee of Ala- 
bama Special Agent J. L. Dorris. In that 
field now is W. W. Branch, formerly in- 
land marine Special Agent. 

* * * 


Hanover Group: Joseph W. Doran has 
been named as an agency superintendent 
with supervision of special work in con- 
nection with a program now being ar- 
ranged by the companies. To accept the 
appointment Mr. Doran resigned as au- 
tomobile manager for the Globe & Rut- 
gers. 

x * * 
The Home: Herbert A. Payne, who 
joined this company in 1921, has been 
appointed a supervisor in the Eastern De- 
partment. He was named, in 1923, ad- 
juster and Special Agent for Indiana. 
When recalled the following year to The 
Home Office he was promoted to the posi- 
tion of Assistant General Adjuster. 

+ © 


Maryland Casualty: Earle J. Miller, 
St. Louis agency supervisor, has been 
named assistant manager of the Accident 
and Health Department at the Home Of- 
fice, succeeding A. W. Lorenz, now resi- 
dent manager of the Maryland’s Cleve- 
land office. Mr. Miller is being replaced 
in the St. Louis office by Henry T. Vogt, 
who has been the Missouri Special Agent 
of the office. Allan C. Thurman will suc- 
ceed Mr. Vogt. 
x * * 


Millers National: Establishment of a 
Southeastern Department at Atlanta under 
the management of Frederick Myers, 
formerly Georgia State Agent for the St. 
Paul Fire & Marine, was recently an- 
nounced. The territory which Mr. Myers 
takes over previously was under the super- 
vision of the L. E. Rife General Agency, 
Ltd., Mobile, Ala. This agency will con- 
tinue to represent the company in the 
State of Alabama. 

Carl P. Philippi and Lawrence H. Dres- 
sel have been named field representatives 
in the state of Minnesota. This represents 
the opening of a Minnesota agency plant 
for the Millers National. 

* * * 


Northwestern Fire & Marine: Lawrence 
T. O’Keefe has been selected special 
agent of Northwestern Fire & Marine 
and Twin City Fire in Missouri and Ok- 
lahoma, to succeed C. E. Ulery, resigned. 
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Paul Revere: The company, a member 
of the Home of New York group, has 
appointed William H. Brewster Company 
its Boston and metropolitan district gen- 
eral agents. 

* * * 


Pearl Fleet: Alan H. Bonito & Co., 


Inc., of New York: Representation termi- 
nated. The agency will continue to handle 
and service unexpired policies of those 
companies. The remaining companies in 
the office have expanded their facilities 
to care for its inland marine business. 





A MERRY CHASE 


F- WAS a merry chase the 
“Joneses” led him. He trav- 
eled hard and he traveled fast 
after them—in fact, he traveled 
right through $80,000 of his 
firm’s money in the process. 
We don’t know where the 
“Joneses” ended up, but he 
ended up in court, indicted for 
larceny. 


A valued, upstanding em- 
employee of a brokerage house 
for the past eighteen years, he 
proved to be an expensive in- 
vestment. After six years of 
larcenies and falsifying of 
checks and records, he was re- 
warded by his dazzled employ- 
ers by promotion to the posi- 
tion of cashier and a raise in 
salary to match. 


Checks made out in round 
numbers, too round to be on 
the square, aroused the suspi- 
cions of an auditor and the sub- 
sequent investigation blasted 
the firm’s faith in human na- 
ture and the valuable em- 
ployee’s social status. 


A sum of eighty thousand 
dollars is a substantial spring- 
board from which to launch 
one’s self into the social swim. 
An eighty thousand dollar loss 
by embezzlement could sink 
many a firm. 


This, we add to the already 
overwhelming evidence, that 
each and every firm and em- 
ployer needs protection 
against the “weakness of the 
flesh.” Fidelity Bonds are 
needed. Sell them—The Em- 
ployers’ Pioneer. 











Phoenix of Hartford Group: Richard 
Cosmus appointed special agent in South 
Texas, effective February 1, succeeding 
Roy D. Montgomery, resigned. Mr. Cos- 
mus will maintain headquarters at 635 
Bankers Mortgage Building, Houston, 


* * * 


Standard Accident: Charles E. Cole of 
the San Francisco branch office has been 
appointed bonding manager at that office, 
Well-known in coast bonding circles, Mr, 
Cole served for a period as appointed 
resident vice-president in California of 
the American Bonding Company. Before 
joining the Standard Accident he was 
with the general agency of Hinchman, 
Rolph and Landis, as manager of their 
Los Angeles branch. 


* * * 


Travelers: Charles A. Chrow, formerly 
assistant manager in the life, accident, 
and group departments of The Travelers 
branch office in Baltimore, Maryland, was 
recently appointed to the position of 
group supervisor in the territory covered 
by the Baltimore and Washington branch 
offices, with headquarters at the Balti- 
more branch office. 


J. Warren Stevens, assistant district 
group supervisor in the Insurance Ex- 
change, Chicago, branch office of The 
Travelers, was advanced to the position 
of district group supervisor, retaining the 
Insurance Exchange branch office as his 
headquarters. 


John E. Leene, formerly manager, cas- 
ualty lines, of the Travelers branch of- 
fice in South Bend, Indiana, was recently 
transferred to the Rochester, N. Y,, 
branch office, where he will continue in 
the capacity of manager of the casualty 
lines. Robert C. Shelter, who has been 
assistant manager of casualty lines in the 
Indianapolis branch office has been ap- 
pointed to succeed Mr. Leene. 


* * * 


United States Fidelity and Guaranty: 
Harold T. Hagan is now supervisor in 
the brokerage service department of this 
company’s New York office. In the in- 
surance business since 1918, he was for a 
time metropolitan manager of the Trans- 
portation Indemnity Company. Later he 
joined the Royal Indemnity Company and 
subsequently he combined with the F. E. 
Acker Company as partner and manager. 
Another recent appointment was that of 
Harry Lees as assistant manager of the 
New York office. He joined the com- 
pany in 1934 and in 1936 was appointed 
superintendent of the casualty department 
in charge of all casualty underwriting. 


* * * 


Yorkshire Group: Philip M. Wilbert, Jr. 
appointed state agent for Massachusetts 
and Rhode Island with headquarters at 4 
Liberty Square, Boston. Mr. Wilbert is 
well known to New England agents, hav- 
ing represented the Eagle Star in this ter- 
ritory for the past fourteen years. 
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RHODE ISLAND INSURANCE COMPANY 


INCORPORATED 1905 


MERCHANTS INSURANCE COMPANY 


OF PROVIDENCE 
INCORPORATED 185! 





Byron S. Watson, 


President 





FIRE * AUTOMOBILE * INLAND MARINE 


These companies are built on the best practices of Insurance 
and the fine traditions which are typical of New England. 


31 CANAL STREET, PROVIDENCE, R. I. 





























PENNSYLVANIA BARS 
VALUED AUTO POLICIES 


POLICIES paying face values on 

automobile fire, theft and collision 
coverages, regardless of actual loss, 
are barred in Pennsylvania by a reg- 
ulation recently issued by State In- 
surance Commissioner Owen B. 
Hunt. 


Under these policies if the face 
value of the policy was $1,000, the 
policyholder could recover that 
amount even though the value of the 
car at the time of loss might be very 
much less than the face value stated 
in the policy. 

“Such a procedure encourages 
fraud and invites an impairment of 
reserve,’ Commissioner Hunt stated 
in his order. “Experience in the 
past has demonstrated that any ad- 
justment made as a result of loss 
from fire, theft or collision in any 
other manner than the actual cash 
value of the automobile at the time 
of loss is detrimental to the insur- 
ing public.” 


FOR FEBRUARY, 1939 





ILLINOIS STUDIES ACQUISITION COSTS 


O amplify its information in ref- 

erence to the cost of acquiring fire, 
casualty and allied lines of insurance 
so that it may better determine the 
reasonableness of rates as required 
by the Illinois Insurance Code, Er- 
nest Palmer, Director of Insurance 
of the State of Illinois, is now en- 
gaged in a most searching survey. 

All fire and casualty insurance 
companies operating in the State of 
Illinois have been asked to comply 
fully with a most comprehensive 
questionnaire, calling for detailed in- 
formation dealing with acquisition 
costs on different types of risks. The 
reason for such a questionnaire, Di- 
rector of Insurance Palmer has ex- 
plained to the companies, is that it 
is impossible to consider or attempt 
to regulate one class without giving 
equal consideration to all others. For 
a proper administration of its duties, 
the Director remarked, it is neces- 
sary for the Department to be fully 
informed regarding expenses of all 
classes of companies in connection 
with all lines of insurance, since 
company expenses, in many in- 


stances, comprise the dominating 
factor in the make-up of rates. 

Statements of acquisition costs, 
one for the year ended December 
31st, 1937, must be filed with the 
Illinois Insurance Department by 
not later than March Ist, and one 
for the year ended December 31st, 
1938, by not later than April Ist. 

Where Chicago and Cook County 
business is acquired from brokers 
and Cook County suburban agents 
through a branch office, company 
counter or any type of special de- 
partment, companies are required, 
under the questionnaire to reveal ad- 
ministration expense directly attrib- 
utable to these sources. 

When replies to the questionnaires 
have been consolidated and reviewed, 
the Department will present the es- 
sential facts to all interests. Indi- 
vidual company figures are not to 
be made public. In accordance with 
established practice, Department offi- 
cials intend to confer with insurance 
company executives on any condi- 
tions disclosed which may require 
adjustment or discussion. 
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AGENTS! BROKERS! 
you can make A Bigger Income 


There is a door to the Manufacturers and Whole- 
salers whose insurance you handle, which you have 
never entered. Confidence in you keeps that door open. 

We will pay you handsomely to take Credit Insur- 
ance through that door. 


Credit Insurance is essentially simple: It provides 
that if debtors can’t or won’t pay for goods — 
under the terms of the policy, the policyholder is 
reimbursed. Thousands of Manufacturers and Job- 
bers in over 150 different “lines” regularly insure 
their sales. Still more thousands can be call should 
be similarly covered, particularly during these unset- 
tled times. Bankers say so. Auditors say so. 

Our proposal is this: You make the contacts. Our 
trained” representative presents all the technical 
details necessary to close the sales. 


You receive a liberal commission, the backing of 
national and regional advertising, the full co-operation 
of the oldest, best-known Credit Insurance company 
in the country, the company writing more credit 
insurance than any other company in the world. 


Full Information About Credit 
Insurance In New Free Booklet 


Everything you want to know about Credit Insur- 
ance and its wonderful money-making opportunities, 
is told in simple, non-technical language in our new 
free booklet: “AN EXPOSITION OF CREDIT 
INSURANCE FOR GENERAL INSURANCE 
BROKERS.” Ask our nearest office or headquar- 
ters for your copy. 





American Credit Indemnity 
of New York 
Chamber of Commerce Bldg., St. Louis, Mo. 


Offices in all principal cities of United States and Canada 


Co. 


J. F. MeFadden, President 


Copyright 1938, American Credit Indemnity Co. of N.Y. ws 








Watch Your Statistics—Continued 


ment of the carrier may select either 
the “Pro-Rata” or the “50%” 
method. But with regard to pre- 
miums in force of the second class, 
the pro-rata method is prescribed. 

Here is another factor which mav 
vitiate a comparison of ratios of 
unearned premium reserve to writ- 
ten premiums for two carriers. If 
one carrier writes business exclu- 
sively on an annual basis and uses 
the 50% method, and if there is 
some margin of difference between 
its insurance in force and its written 
premiums, the ratio of the unearned 
premium reserve to written pre- 
miums may be 40%. If another car- 
rier writes business exclusively on 
a three-year basis, it must establish 
its unearned premium reserve on the 
pro-rata method and the ratio of its 
reserve to current written premiums 
may be 90% or more. 

Again assuming accuracy in the 
calculation of reserves, would it be 
reasonable to conclude from a com- 
parison of these ratios that the un- 
earned premium reserve of the first 
carrier is woefully inadequate or 
that the second carrier is secreting 
a large share of its underwriting 
profits in its reserve? 
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Finally, there is an additional fac- 
tor which is inherent in the estab- 
lishment of the insurance in force. 
To explain it, we must first ex- 
amine the formula used for this 
purpose. 


Insurance in Force December 31, 


1938 


equals 
Insurance in Force December 31, 
1937, without deducting Reinsurance 


plus 
Premiums on policies written or 
renewed during 1938 
minus ‘ 
Premiums on expiring policies and 
cancelled policies during 1938 
minus 
Reinsurance premiums (Schedule 


F) at December 31, 1938 


Note that the insurance in force 
is carried over from the preceding 
year and that premiums are added 
for policies which are written or re- 
newed and premiums are subtracted 
for policies which are expiring. As- 
suming a normal status where the 
premium volume has reached a uni- 
form level: the premiums on ex- 
piring policies tend to offset the pre- 
miums on new and renewed policies. 


One hundred thousand dollars of 
business goes off the books in a 
given month and $110,000 of busi- 
ness, let us say, goes on the books: 
the net result is an increase of $10, 
000 in the insurance in force. 


Compulsory Insurance 


This procedure may be badly up- 
set, however, if the terms of insur- 
ance policies are changed for any 
reason such, for example, as the re- 
quirement imposed upon carriers 
writing automobile insurance under 
the compulsory automobile insur- 
ance law of Massachusetts. In that 
state the date of insurance coverage 
must be synchronized with the date 
on which the insured vehicle is 
licensed and since all licenses are 
issued annually to expire December 
31, all insurance policies must also 
expire on the latter date. 


How does this affect the insur- 
ance in force? A carrier writes 
$1,000,000 of compulsory automo- 
bile insurance premiums in Mas- 
sachusetts: its policies must expire 
uniformly on December 31. The 
carrier is not required to maintain 
any unearned premium reserve 
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INTER-OCEAN REINSURANCE COMPANY 


HOME OFFICE: CEDAR RAPIDS, IOWA 


ASSETS 


Cash in banks 

United States Government bonds 
(Amortized value December 31) 

All other bonds (Amortized value 
December 31) 

Stocks (Market value December 3!) 

First mortgage loans 

Home office building 

All other real estate 

Collateral loans 

Accrued interest 

Due from insurance companies 
(Not over 90 days) 


Admitted Assets 


the National Convention of Insurance Commissioners. 


CONDITION DECEMBER 31, 1938 


$ 524,879.26 
2,731,016.38 


Reserve for losses 
Reserve for taxes 


All other liabilities 


745,869.37 

1 ,243,125.00 
99,750.00 
102,774.22 
136,450.00 
27,294.81 
23,758.69 
382,251.75 


Capital 
Surplus 


$6,017,169.48 


Note: The amortized and market values used in this statement are on the basis prescribed by 


Unearned premiums 


Treatyholders’ surplus 


LIABILITIES 


$3,444,146.17 
331,398.65 
70,388.26 


2,104,759.30 


$6,017,169.48 


On an actual market value basis the total 


admitted assets would be increased to $6,086,334.87 and the net surplus to $1,673,924.69. Securities 
carried at $507,750.00 in the above statement are deposited as required by law. 


REINSURANCE—FIRE AND ALLIED LINES 


New York 
90 John Street 


San Francisco 
114 Sansome St. 


Los Angeles 
215 West 7th St. 








against this business on December 
31 (since on that date none of it is 
in force) ; but it is required to carry 
a reserve at other dates during the 
year which, on either method of 
computation, is very substantial at 
the beginning of the year and is re- 
duced to zero at December 31. For 
in this case, since all the coverage 
issued in the preceding year expired 
on or before December 31, as the 
business is renewed and as new 
business is written during the cur- 
rent year, there is no offsetting 
amount of expiring business going 
off the books. 

As the compulsory automobile 
business goes on the books, begin- 
ning with January 1, the insurance 
in force climbs rapidly and the re- 
sult is that even if the total volume 
should be nearly constant from 
year to year (and the written pre- 
miums, therefore, stable), the un- 
earned premium reserve increases 
sharply until some date near the 
middle of the year. 

Thus, one carrier with a large 
volume of Massachusetts compul- 
sory automobile business on its 
books may show a large increase 
in its unearned premium reserve at 
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June 30, when semi-annual under- 
writing results are published, in 
spite of a generally declining or a 
stationary volume of written pre- 
miums. Another carrier with sub- 
stantially the same volume and dis- 
tribution of business by lines but 
with all its automobile business in 
other states shows no increase, or 
possibly a decrease, in unearned pre- 
mium reserve. Since the change in 
unearned premium reserve vitally 
affects the carrier’s earned pre- 
miums and is thus reflected in the 
published underwriting results at 
June 30, these two carriers, on the 
basis of their June 30 statements, 
appear to be enjoying widely dif- 
ferent underwriting results when, 
in fact, the actual experience of the 
two carriers is fairly similar. This 
difference will vanish by December 
31—and the clever analyst will not 
be misled by the abnormal showing 
of one carrier at June 30. 


Rute VI. 

The unearned premium reserve 
of any reputable carrier may be 
accepted, without question, as be- 
ing adequate. Any attempt to 
judge the adequacy of the reserve 


by comparing it with written pre- 
miums can prove absolutely noth- 
ing. Comparisons of ratios of 
unearned premium reserve to 
written premiums as between car- 
riers may well be avoided as a 
waste of time. 


Casualty actuaries cannot escape 
responsibility for the widespread 
use of statistics in our business. 
Prior to their advent, an occasional 
crop of annual statements provided 
the statistically-minded persons of 
those early days with their only op- 
portunity for mathematical exercise. 
Actuaries changed all this by in- 
sisting that the fundamental prin- 
ciples of our business must rest 
upon a statistical foundation. In 
this new order of things, all partic- 
ipants must become _ reasonably 
proficient in the simpler forms of 
statistical analysis. They require 
guidance and it is only proper that 
the members of this Society should 
share the burden of educating them. 

The future will bring bigger and 
better compilations of statistics ; the 
need for enlightment in their proper 
uses was never more urgent than it 
is today. 
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POSITIONS WANTED | 


CASUALTY 


Young man, Master of Law Degree June, 
1937, desires position as investigator or claim 
adjuster. C-260. 


Position wanted as manager of branch or 
home office, claim department. Legal education 
and fifteen years’ experience. Practiced Law in 
Iowa and Illinois. -261. 


Accountant-statistician desires responsible 
position with fire or casualty oomseny. Mar- 
tied. New Jersey or New York City pre- 
ferred. C-266. 


Connection with brokerage firm desired. Wide 
experience involving life, accident, casualty and 
marine insurance. C-262. 


Connection as claim adjuster or special agent 
desired by young married man. revious ex- 
perience both as adjuster and legal clerk. C-263. 


Position desired as legal assistant by youn 
married man. w graduate. Thirteen years 
experience in claim settlement and real estate 
foreclosures. C-264. 


Underwriter or 
iddle West. No 
C-265. 


Position wanted as Casualt 
Manager of branch office in Mi 
objection to travel. Long experience. 


Position desired as special agent by young un- 
married man, Fifteen years’ experience. No 
objection to travel. C-267. 


ial agent in Eastern 
o objection to travel. 


Position desired as s 
ea Married. 


«OS. 


_Connection desired with legal department of 
life or casualty insurance company by young 
married attorney, three years’ experience. C-269. 


_ Position desired as Conmeti or Surety Claims 
investigator or adjuster in Middle West. Uni- 


versity education. Admitted to Missouri Bar. 

Married. No objection to travel. C-270. 
Position desired as claim adjuster by + 
0 ob- 


man with eighteen years’ experience. 
jections to travel. C834. 


Position desired as investigator, adjuster or 
branch office supervisor by married man with 
sixteen years’ experience. No objection to travel. 
Illinois territory preferred. C-272. 


Position desired in connection with agency 
development or advertising for Casualty Com- 
pany. Motor vehicle lines preferred. No ob- 
jection to travel. C-273. 


Position desired by former Western Pennsyl- 
vania claim manager of casualty company. Ex. 
perienced and qualified in all branches of 


ced claim 
investigation and adjustment. C-274. 
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The individuals offering their services 
in this column have been investigated 
by Alfred M. Best Company, Inc., and 
the representations made as to knowl- 
edge, experience and character are as 
stated by us. No charge is made for 
this space as the only desire is to as- 
sist them and the insurance business 
generally. Only those who are not em- 
ployed will be considered. 
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_ Position desired as claim investigator or ad- 
a in safety work accident pre- 
vention. -276 


_ Young attorney desires position as compensa- 
tion and liability underwriter. C-279. 


_ Position desired as claim investigator—-no ob- 
jection to traveling. C-280. 


Position desired by casualty and surety com- 
pany superintendent of agencies in early forties 
with 25 years’ experience in underwriting, 
branch office management and general agency 
operations. C-281. 


Woman Executive-Stenographer, Accountant, 
Statistician; Correspondent, Secretary, Office 
anager. 5 years’ Insurance brokerage experi- 
ence; employer incapacitated by illness. Prot- 
estant; well educated; unmarried; free to travel. 
Excellent references. Salary incidental. C-285. 


Position in claim or legal department desired 
by young married man. College education; law 
degree; seven years’ experience; no objection 
to travel. C-286, 


Young married man desires connection in 
claim department as investigator and adjuster. 
High school and law college education. C-288. 


Young lady having ten years’ secretarial ex- 
perience with agency organization desires posi- 
tion as secretary wi casualty insurance 
agency. C-289, ; 


Position wanted as special agent, branch, or 
service office manager, in Ohio, b applicant 
with excellent references. Particularly inter- 
ested in fidelity, surety and burglary develop- 
Coa but well grounded in general casualty. 


Young married man, Jewish religion, with 
Over twenty years’ experience in casualty un- 
derwriting, claim and production, desires con- 
nection with casualty company. Good refer- 
ences. C-290. 


Young man, C.P.A., sixteen years’ experience 
statistical, underwriting, and management work. 
No objection to travel. Good references. C-292. 


Young man, forty, unmarried, college edu- 
cation, eleven years experience as office man- 
ager, desires position as comptroller, assistant 
con” accountant, or office manager. 


FIRE 


Young man, 35, married, desires field connec. 
tion with fire company. Previous experience in 
Virginia and Ohio for an Eastern fire insur. 
ance company and 4 years with West Virginia 
Fire Underwriters Association. F-134. 


Fully qualified insurance accountant, 45, 
married, with over fifteen years’ experience as 
auditor and assistant auditor desires connec- 
tion with fire insurance company. Prefers po- 
sition in or around Kansas City but has np 
objection to traveling. Very good references, 
F-135. 


Position wanted as stock fire company field 
man or manager of sales promotional depart- 
ment. Age 38, single. Has had about twenty 
years’ experience in various field capacities and 
sales work with mutual and reciprocal organi- 
zations. No objections to traveling. F-137. 


Casualty underwriter with ten years’ expe- 
rience in all lines including home office, field 
and direct sales, and until recently head of un- 
derwriting department, desires position with 
substantial company. F-138. 


Young man, age 28, desires position as in- 
land marine underwriter or special agent. Has 
had 10% years’ experience with one company. 
Traveled New York and Connecticut and wrote 
ieee inland marine. Very good references. 


Experienced specialist in stock market in- 
vesting desires situation as head of department 
for statistical research or as advisor to Finance 
Committee. No objection to traveling. Good 
references. F-140. 


Young man, 25, graduate Mechanical Engi- 
neer desires position as junior fire insurance 
engineer or field man. Has had two years’ ex- 
perience in heating trade journal field. Good 
references. F-141. 


Young man, 34, desires position as chief ac- 
countant, auditor or assistant in either of these 
capacities. For the past ten years he has 
associated with a lores and prominent fire 
oo as assistant chief accountant. Very 
good references. F-142. 


Position desired by fire company executive 
with over 25 years’ home office and country- 
wide field experience. Excellent references. 
F-143. 


Special agency position desired for fire com- 
any in New England or Florida. Has had 
ent experience, both office and field. Ex- 
cellent references. F-144. 


Young man, 40, married, with considerable 
experience in sales, underwriting and loss work 
in States of New York, New Jersey and Penn- 
sylvania desires connection as special agent, 
underwriter or loss manager for fire insurance 
company. Very good references. F-145. 
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Life oe = e 7 es 
Advanced 20 places in relative rank 
in just three years 


Accident and Health . . 


9th largest producer of Accident and 
Health in the Nation 


Railroad... . 


Operating franchises upon a major- 
ity of the Nation’s leading Rail 
carriers 


Group .... 


Protecting over 250,000 U. S. workers 
and their dependents 


From Coast to Coast 


PROVIDENT LIFE 
and ACCIDENT, 


Insurance Company 






CHATTANOOGA, TENNESSEE 


















NOW 
Completely 


fiz Conditioned 







From ‘‘Stem to Stern’”—All 
Rooms are Weather Controlled 


You'll wake up smiling after a cool restful 
night's sleep at the Texas State. Every 
guest room, every nook and corner in this 
new modern hotel is scientifically air condi- 
tioned and designed for your comfort. All 
rooms have both tub and shower bath and 
circulating ice water. The famous new 
State Grill and Mezzanine Dining Room 
offer you a choice of two exceptionally de- 
lightful places to dine. 


TEHAS STATE 















B. F. ORR Ho tel cen. mcr 
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THE MODERN 
SAFEST WAY 




















There's too much at stake today to place trust in any 
but the most accurate, efficient and economical method 
of accounting for the time employees spend at work. 

It is practically impossible even for the most consci- 
entious person to record the exact minute of every em- 
ployee arrival and departure. When an International 
Time Recorder does this important job, the records are 
accurately and indelibly printed in an orderly, easy-to- 
handle manner. 

Both employer and employee benefit when time keep- 
ing is placed on a thoroughly impartial and mechanically 
accurate basis. We shall be glad for any opportunity we may 
have to assist you in solving your time recording problems. 


INTERNATIONAL BUSINESS 
MACHINES CORPORATION 


e 


Branch Offices 
IN PRINCIPAL CITIES 
OF THE WORLD 
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World Headquarters Building 
590 MADISON AVENUE, 
NEW YORK, WN. Y. 








1. Inland Marine 

2. Household Furnishings 

3. Householder’s Comprehensive 
4. Use & Occupancy 

5. Automobile Comprehensive 


WINNING 
COMBINATION 


Here are five “ace” folders—a winning 
combination for Pacific National agents. 
* New, strikingly different, each in 
three colors—these sales-helps are in- 
dicative of Pacific National’s practical 
cooperation. *% Pacific National wrote 
59.12% more business in 1937 than in 
1936 and—thanks to its loyal agents and 
brokers—will exceed its all-time high in 
1938. % To qualified agents and brokers, 
this progressive company offers excep- 
tional opportunities. 


PACIFIC 
NATIONAL 


FIRE INSURANCE 
COMPANY 


HOME OFFICE + SAN FRANCISCO 


Philadelphia + Chicago Los Angeles 
Atlanta + Boston + Columbus + Detroit 
Indianapolis Kansas _ City Newark 
Pittsburg + Portland + Seattle + Syracuse 


MAIL COUPON FOR FREE COPIES 


Pacific National Fire Insurance Co. 
376 Pine Street, San Francisco 


Gentlemen: Send me, without obli- 


gation, sample copies of your five 
new folders. 


Name. 
Address 














TOWNER RATING BUREAU 


Annual Meeting 


Al the Annual Meeting of the 
Towner Rating Bureau, Inc., 
the following were re-elected Di- 
rectors: Paul Rutherford, Presi- 
dent, Hartford Accident & Indem- 
nity Company; F. A. Bach, Second 
Vice President, Fidelity & Deposit 
Company of Baltimore; R. 
Goodwin, Vice President, Fireman’s 
Fund Indemnity Company ; R. H. 
Towner, Chairman of the Board; 
Martin W. Lewis, President of the 
Towner Rating Bureau, Inc. 

In addition, two new Directors 
were elected as follows: Vincent 
Cullen, President, National Surety 
Corporation; E. C. Lunt, Vice 
President, Great American Indem- 
nity Company. 

The Directors re-elected Martin 
W. Lewis as President and John 
L. Kirkwood as Secretary-Treas- 
urer. The following appointments 
were made: E. V. Roth, Assistant 
Secretary; W. K. Mendenhall, As- 
sistant Secretary; and P. A. Zim- 
merman, Assistant Secretary and 
Assistant Treasurer. 


xe 


COMPULSORY HEALTH 
INSURANCE 


THIS pamphlet, written by Fred- 

erick L. Hoffman, LL.D., dis- 
cusses the effect of compulsory 
health insurance on the health of 
the people. Comparisons are made 
of death rates in the United States 
under the individual practice of 
medicine with England, Scotland, 
and Wales, where mass medicine is 
practiced in the form of compul- 
sory health insurance. The cost of 
this pamphlet, covering thirty-eight 
pages, is ten cents and may be pur- 
chased from the Public Relations 
Bureau Medical Society of the 
State of New York, 2 East 103rd 
Street, New York, N. Y. 


SPECIALISTS 


CANADA 








———_ 


DALE &€ COMPANY 
LIMITED 
C. GILBERT ROSS, PRESIDENT 


COMPLETE INSURANCE SERVICE 
THROUGHOUT CANADA 
LLOYD’S AGENTS ... MONTREAL 


Offices at 


MONTREAL, VANCOUVER, TORONTO, 
WINNIPEG, HALIFAX 


Associate Offices 


Payne & Hardy, Ltd. Hamilton, Ont, 
David J. Morland, Ltd. North Bay, Ont. 








ACTUARIES 


ILLINOIS 





HARRY S. TRESSEL 
Certified Public Accountant 
and Actuary 
10 8S. La Salle Street 

=r * Ill, 


N. A. Moscovitch, Ph.D. 


L J. Lally Franklin 4020 








CHASE CONOVER & CO. 


AUDITORS AND ACCOUNTANTS 
135 SOUTH LA SALLE STREET 
CHICAGO 


Telephone Franklin 3868 











§. ALEXANDER BELL & C0. 


Certified Public Accountants 
Specializing in Insurance Accounting, 
Audits and Systems 
10 South La Salle Street, Chicago, Ill. 
Telephone: Central 3510 








NEW YORK 





WOODWARD and FONDILLER, Inc. 


Consulting Actuaries 


90 John Street, New York 
Telephone Beekman 3-6799 











Consulting Actuaries 
Auditors and Accountants 


S. H. and Lee J. Wolfe 


Lee J. Wolfe 
William M. Corcoran 
Joseph Linder 
116 John Street, New York, N. Y. 














WOODWARD, RYAN, SHARP 
& DAVIS 
Consulting Actuaries 


90 JOHN STREET, NEW YORK 
Telephone Beekman 3-5656 
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BAROMETER 


BUSINESS showed a further in- 
crease in activity during De- 
cember and is now at the highest 
level since September 1937, accord- 
ing to the index of industrial acci- 
dents maintained by the (Ameri- 
can) Lumbermen’s Mutual Cas- 
ualty Company of Illinois and the 
American Motorists Insurance 
Company. 

This index, which directly re- 
flects increases or decreases in em- 
ployment, declined steadily from 
September 1937 to July 1938. In 
August the trend was reversed and 
in spite of a temporary setback due 
to the hurricane and floods in New 
England all 1938 losses have been 
recovered and the trend continues 
upward. Not only did the total 
working hours during December 
1938 top those of December 1937, 
but they are also considerably 
higher than either December 1935 
or December 1934, and were only 
slightly below December 1936. 


Industrial accidents occur at a 
fairly constant rate per hour of 
work and it is this close relation- 
ship of hours worked to accident 
frequency that make an index 
based on industrial accidents an 
accurate business barometer. The 
points on the chart are determined 
by dividing the number of acci- 
dents for the month that is being 
plotted by the average number of 
accidents reported for the same 
month during the four years 1934 
through 1937. 


While the index accurately re- 
flects changes in employment from 
month to month, it presents a 
somewhat more favorable interpre- 
tation of present business activity 
as compared with three or four 
years ago than is actually the case, 
due to the fact that workmen’s 
compensation insurance sales of the 
Kemper companies have grown 
more rapidly than has general bus- 
ness in the United States. As a 
result this index is currently run- 
ning 20% above the average of the 
years 1934 through 1937, whereas 
most barometers would be showing 
current activity to be running only 
slightly above the average of these 
years, 
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BUSINESS BAROMETER BASED ON INDUSTRIAL ACCIDENTS 
REPORTED TO KEMPER INSURANCE ORGANIZATION 
(SEASONAL VARIATIONS HAVE BEEN REMOVED. 1934 THRU 1937 = 100) 








NEW INSURANCE COMMISSIONERS 


Missouri 


Governor Lloyd C. Stark of Mis- 
souri on January 6th appointed 
Ray B. Lucas of Benton, Mo., to 
the post of State Insurance Super- 
intendent. Mr. Lucas, who retired 
from the Missouri Supreme Court 
on January 3rd, succeeds the late 
George A. S. Robertson who had 
headed the Department from Octo- 
ber, 1937, until his death on Janu- 
ary 2nd of this year. 


Ohio 


John A. Lloyd of Portsmouth, 
secretary of the Ohio Association 
of Insurance Agents, was appointed 
Superintendent of Insurance of 
Ohio on January 16th, succeeding 
Robert L. Bowen. Concurrently, J. 
Roth Crabbe of London, Ohio, was 
appointed Deputy Superintendent. 


Pennsylvania 


Colonel Matthew H. Taggart has 
been appointed Insurance Com- 
missioner of Pennsylvania by Gov- 
ernor-elect James to succeed Owen 
B. Hunt, whose term expired on 
January 15th. Assisting Colonel 
Taggart will be A. G. Costello as 


First Deputy Commissioner and 
Harold I. Tietrick as Second Dep- 
uty Commissioner. 

This will be Colonel Taggart’s 
second term as Pennsylvania Com- 
missioner, having served previously 
from 1927 to 1931. For the past 
four years he has been Republican 
leader of Northumberland County. 


Tennessee 


James M. McCormack appointed 
Insurance Commissioner of Ten- 
nessee to succeed John W. Britton, 
Mr. McCormack previously served 
as Commissioner from January, 
1937 to January, 1938, when he was 
replaced by Mr. Britton. Following 
his resignation, Mr. McCormack 
joined C. R. Weir & Company, gen- 
eral insurance agents in Memphis, 
as vice-president. 


Texas 


Governor W. Lee O’Daniel ap- 
pointed District Attorney Treuitt 
Smith, Life Insurance Commissioner 
and Chairman of the Board of Insur- 
ance Commissioners to succeed R. L. 
Daniel. He assumes office in Febru- 
ary for a six-year term. 
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American Equitable Assurance Company of New York 
Organized 1918 Capital $1,000,000.00 


7 
Globe & Republic Insurance Company of America 
Philadelphia, Pa. Capital $1,000,000.00 Established 1862 


Knickerbocker Insurance Company of New York 
Organized 1913 Capital $1,000,000.00 


Merchants and Manufacturers Insurance Company of New York 
Organized 1849 Capital $1,000, 000.00 
aa 


New York Fire Insurance Company 
Incorporated 1832 Capital $1,000,000.00 


Sussex Fire Insurance Company 
Newark, N. J. Incorporated 1928 
Capital $1,000,000.00 


WRITING FIRE AND ALLIED LINES OF INSURANCE 


Since organization this Group has paid losses in excess of 


Two Hundred Million Dollars 


Represented by leading insurance agents throughout the country 


DEPARTMENTS: 
CHICAGO SAN FRANCISCO PHILADELPHIA 
PITTSBURGH KANSAS CITY MONTREAL 


* 
92 William Street . 


Incorporates ‘SO New York 
Insurance Underwriters 


MANAGER 
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REPORTS ON 


COMPANIES AND ASSOCIATIONS 


ALLSTATE Insurance Companies, 
Chicago, Ill. 


Official Staff Changes 


Directors of the Allstate Insurance Company and Allstate 
Fire Insurance Company, at meetings held December 28th, 
elected General R. E. Wood as chairman of the board, E. J. 
Pollock as chairman of the Finance Committee, and P. B. 
Kelly as comptroller of both companies. 

The official staff of the two companies as now constituted is 
as follows:—Chairman of the board, General R. E. Wood; 
president, Gilbert Alexander; vice-president and secretary, 
W. N. Lowe; vice-president and treasurer, Calvin Fentress, 
Jr.; and comptroller, Paul B. Kelly. 

The directorate comprises Gilbert Alexander, J. M. Barker, 
T. J. Carney, Calvin Fentress, Jr., F. B. McConnell, D. M. 
Nelson, E. J. Pollock, H. Sonnenschein and R. E. Wood. 


AMERICA FORE Group, 
New York, N. Y. 


New Pacific Coast Manager 


The Boards of Directors of the fire company members of 
the America Fore Insurance and Indemnity Group, at meetings 
held last month, elected H. Clyde Edmundson to the position 
of vice-president. Mr. Edmundson will be in charge of the 
Pacific Coast Department of the fire companies in San Fran- 
cisco, a post held until December of last year by the late John 
A. Carlson. 

The entire business career of Mr. Edmundson has been de- 
voted to fire insurance, and he is well-known in insurance 
circles in many sections of the country. After nine years’ 
service with the Scottish Union & National in the field, he 
joined the Niagara Fire in 1920 as State Agent at Minneapolis. 
In 1929, when the Niagara became affiliated with the America 
Fore Group, Mr. Edmundson was transferred to Chicago, when 
the Niagara’s Western Department was merged with the West- 
ern Departments of the other America Fore companies in that 
city. There he continued in the capacity of Agency Superin- 
tendent until February, 1938, when he was transferred to the 
Pacific Coast Department in San Francisco. In May, 1938, he 
was elected assistant secretary of the fire companies. 


AMERICAN AUTOMOBILE Fire Insurance Company, 
St. Louis, Mo. 


Convention Examination Report 


The affairs and condition of this company as of June 30, 
1938, were recently examined by the Insurance Departments of 
the States of Missouri, Arkansas, Indiana and South Carolina. 

The report of the examiners, which covers the period from 
the date of the last examination, December 31, 1935, to and 
including June 30, 1938, found the company to bein a sound 
financial position. Total admitted assets as of the mid-year 
date, amounted to $3,097,363, while ‘liabilities, including un- 
earned premiums of $1,321,675, were $1,913,097, leaving a sur- 
plus as regards policyholders of $1,184,266. This: latter. item 
reflects an increase of approximately $311,000 for the period. 

The sharp rise in surplus reported by this company for the 
first six months of 1938 was due’ solely to its exceptionally 
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favorable underwriting experience. Losses incurred, including 
adjustment expenses, amounted to $515,260 or 36.4% as com- 
pared with 48.4% reported for the entire year 1937. Its expense 
ratio remained the same, being 38.5% as against 38.7% for the 
year 1937. As a result of the favorable loss ratio the statutory 
underwriting gain for the first six months of 1938 amounted to 
$313,919. This gain, together with gains from investments 
aggregating $26,929 enabled the company to show a substantial 
rise in surplus after payment of dividends amounting to $30,000. 


AMERICAN Insurance Company, 
Newark, N. J. 


Vanderhoof Retired 


Roy C. Vanderhoof, assistant secretary of The American 
Insurance Company of Newark retired as of December 3lst. 
His request was prompted by failing health, and was granted 
under the company’s pension plan which permits retirement any 
time after age 60 upon approval of the board of directors. 

Mr. Vanderhoof had been with the company for more than 
47 years. Coming as office boy on October 5th, 1891, he had 
held various positions in the Home Office. In 1906 he was made 
cashier and in 1914 was elected assistant secretary in charge 
of the Local Department. This position he held until the time 
of his retirement. 


ASSOCIATED RECIPROCAL Exchanges, 
New York, N. Y. 


1938 Results 


Total losses sustained in 1938 by the five reciprocals compos- 
ing the Associated Reciprocal Exchanges amounted to about 
$621,000 against earned premiums of approximately $1,661,000. 
Abnormal losses, reports Ernest W. Brown, president and 
treasurer of Ernest W. Brown, Inc., attorneys and managers of 
the group, accounted for $295,000, of which $121,000 was due 
to hurricanes. 

In its annual report to subscribers of the Associated Recip- 
rocal Exchanges, Ernest W. Brown, Inc., reported :—“Our 
exchanges have more than held their own in the matter of 
premiums and insurance volume. The subscribership base. (ex- 
clusive of American Exchange Underwriters and the Canadian 
Reciprocal Exchange) shows an increase of 100, the new total 
of 5,022 being the high for all times.” Also disclosed was the 
response of subscribers at American Exchange Underwriters 
to the suggestion of its board of trustees and former managers 
that the Exchange be managed jointly with the Associated 
Reciprocal Exchanges, Two hundred eighty-four of the two 
hundred eighty-seven subscribers, it is revealed, promptly signed 
the new agreement effective May 1, 1938. 

Associated Reciprocal Exchanges is the title adopted in 1931 
as a trade name for the purpose of identifying the following 
five reciprocal exchanges under the management of Ernest W. 

(Continued on next page) 
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ASSOCIATED RECIPROCAL EXCHANGES—Cont. 


Brown, Inc. :—Individual Underwriters, New York Reciprocal 
Underwriters, Affiliated Underwriters, Fireproof Sprinklered 
Underwriters and the Metropolitan Inter-Insurers, all of New 
York. In addition to the American Exchange Underwriters of 
New York, two other reciprocals are affiliated with the group, 
the Canadian Reciprocal Underwriters of Toronto, Canada and 
the Theatre Underwriters of Philadelphia, Pa. Furthermore 
more than half of the outstanding capital stock of the Arex 
Indemnity Company, a participating stock company which was 
organized in 1936 to write lines of casualty insurance, is owned 


ASSETS (as of December 31) 


by the various institutions composing the Associated Reciprocal 
Exchanges. 

The Arex Indemnity Company, in 1938, reported premiums 
written of $136,000 as against $38,000 for 1937. The manage- 
ment reports that in 1938 the actual loss ratio was about 42%, 
and that from organization the company has had an underwrit- 
ing gain of 17% of earned premiums and a gross gain, includ- 
ing appreciation in securities, of about 23%. 

Comparative financial balance sheet figures as of December 
31, 1937 and December 31, 1938, together with operating figures 
for the five year period ended and for the year closing 1938, 
released by the Associated Reciprocal Exchanges, follow: 





(Figures shown in Thousands only) 




















: New York Fireproof 
Individual Reciprocal Affiliated Sprinklered Metropolitan 
Underwriters Underwriters Underwriters Underwriters Inter-Insurers 
1938 937 1938 1937 1938 1937 1938 1937 1938 1937 
Ne $107 $107 $104 $104 $115 $113 $22 $22 $52 $52 
Weees CMAAFMCE VOIRE) 000. ccccccsscseese isso 6|OCUL61S SL Sl S«1,635 693 694 381 395 824 813 
Interest accrued on bonds ................ 15 16 16 16 6 6 3 3 7 8 
Cash in banks and office ..........c0.ccee 207 166 163 97 143 115 49 29 98 101 
BUENEE GOMDNTED GEIS ooo cccessecceseseccs 51 81 40 63 74 108 9 11 30 49 
RG lk 4 taidd ea ebeks ee eae 6 6 a 5 67 48 2 1 4 4 
I TI ico bie 555-5 oes o:-a-4.9 bie. 0:8 $1,982 $1,989 $1,919 $1,920 $1,098 $1,084 $466 $461 $1,015 $1,027 
LIABILITIES (as of December 31) 
Reserve for unpaid losses ..............6+: $6 $9 $8 $23 $45 $45 $3 $2 $6 $6 
Unearned premium deposits ............... 344 348 285 284 430 441 61 60 212 241 
Taxes & expenses (due or accrued) ...... 13 12 11 10 27 18 2 2 11 9 
Reserves 1) GUIUSIMENE .....cccccccccccess 2 7 3 3 1 6 1 1 1 6 
Credits to members unpaid ............... 119 89 122 108 53 55 32 29 74 44 
Surplus (total of individual credits) ...... 1,498 1,524 1,490 1,492 542 519 367 367 711 721 
OE TT Pe TT TET ee $1,982 $1,989 $1,919 $1,920 $1,098 $1,084 $466 $461 $1,015 $1,027 
FIVE-YEAR OPERATING RECORD 
1934-1938 INCLUSIVE 
“a - New York Fireproof- 
Individual Reciprocal Affiliated Sprinklered Metropolitan 
Underwriters Underwriters Underwriters Underwriters Inter-Insurers 
Premiums and Investment Income: 
SIND las dig da d:d4 dN ss'0-60 6 t¥0 enews $1,913,781.73  $1,630,280.08  $2,474,865.37 $347,099.28 $1,230,214.54 
RI I 4-5 5ss. bi bscih aie ic 10 6 b0dewrn cies 447,024.35 394,656.82 200,300.80 99,477.54 208,518.83 
PE iene dnc kad andiada ne ead te se «teehee $2,360,806.08  $2,024,936.90  $2,675,166.17 $446,576.82 $1,438,733.37 
Losses and 
EE Gh eile wdieecuacadianeae $650,299.92 $496,284.89 $857,924.55 $77,566.60 $471,840.92 
EE IE cocccecawcwsieseresevssece’s 691,168.72 562,190.11 1,191,620.04 112,892.82 440,684.00 
CT Ai aeh, cea Aid ei aieawalsasieeaa eels 1,341,468.64  $1,058,475.00  $2,049,544.59 $190,459.42 $912,524.92 
RNR 45 lal ata doldanlce wes aiainesieséee.edede 1,019,337.44 $966,461.90 $625,621.58 $256,117.40 $526,208.45 
Ratio Savings to Earned Premiums ............ 53% 59% 25% 74% 3% 
YEAR 1938 OPERATING RECORD 
New York Fireproof- 
Individual Reciprocal Affiliated Sprinklered Metropolitan 
, Underwriters Underwriters Underwriters Underwriters Inter-Insurers 
ncome : 
RR ie odin ean seuswweeed $413,703.80 $335,668.25 $570,874.38 $68,721.86 $272,000.31 
SE MN thie hg 84 VincioUeedawdeesieedet 64,121.52 58,264.13 686.42 13,446.70 30,246.95 
Profit on Sale of Securities ........0ccsceceee 1,875.31 3,502.10 1,111.82 753.13 599.97 
See Rt Lis er aGaceeteetacdeedsionn asi $479,700.63 $397,434.48 $598,672.62 $82,921.69 $302,847.23 
Outgo: 
IN eb ono is aied sales sd oé scicowcine $157,073.00 $86,164.47 $248,964.52 $15,180.27 $115,992.18 
IN 55d 565540504 64.4460% 66 sclne 127,008.18 102,593.23 166,803.14 18,778.23 73,722.93 
EE a ea Delincacvcbueawcdansscsces 11,844.98 9,081.77 20,918.32 2,636.80 9,386.76 
NO 56. ccc cbcieeckvawinwdeess 17.946.61 13,755.46 57,283.16 2,848.40 13,227.90 
IE, Wes Sub sibs odadiicdseysidseenens 3,121.59 2,532.76 4,307.52 518.54 2,052.39 
ME sib cevaCovevieed edeesbvscseeaeecenn $316,994.36 $214,127.69 98,276.66 $39,962.24 $214,382.16 
ED ca civanceete cekine bee ekseesvssstcuneen $162,706.27 $183,306.79 100,395.96 $42,959.45 $88,465.07 
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COMPANIES 


of satisfactory service 


to agents and policyholders 


NORWICH UNION FIRE INSURANCE SOCIETY, LTD. 


Hart Darguncron, Manager 


EAGLE FIRE COMPANY OF NEW YORK 
INCORPORATED 1806 THE OLDEST NEW YORK INSURANCE CO. 
Haet Daruincron, President 


NORWICH UNION INDEMNITY COMPANY 


Hart Daruncrton, President 











75 MAIDEN LANE, NEW YORK 


In NORWICH UNION there is strength. 














H. GRADY MANNING 


invites you to stop at 






(FORMERLY KANSAS CITIAN) Wy 
New improvements Z 
now being made will make it 
truly the great hotel in the 
Gateway to the Southwest. 


- LARGE, LUXURIOUS NEW LOBBY 
> DELIGHTFUL COCKTAIL CIRCLE FOR LADIES 
SPACIOUS AIR-GONDITIONED COFFEE SHOP 
NEW, FASCINATING COCKTAIL LOUNGE 
BEAUTIFUL AIR-CONDITIONED GRILL ROOM 
SPARKLING NEW COCKTAIL BAR 


WOODSTOCK 


TYPEWRITERS 


ee AS 





WITH BATH = ATTRACTIVE AIR-CONDITIONED BEDROOMS 
¢ 9 2 LUXURIOUS AIR-CONDITIONED SUITES 
om 2 =} — AIR-CONDITIONED PRIVATE DINING ROOMS 
= RADIANTLY NEW FURNISHINGS 

SERVICE = —— weW AND BEAUTIFUL DECORATIONS WOODSTOCK 
AS USUAL = —_KCAC. GRILL ROOM AIR-CONDITIONED AND TYPEWRITER COMPANY 

uring = QUARTERS REDECORATED 
temodeling = Baltimore at 11th Street pen acc na aaa 
H GRADY MARNING Ss h AW c AS Ci = ' 

resident Gy 

777 MISSOURI nes 
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APPLETON & COX, INC., 
ATTORNEY 


111 JOHN STREET 
NEW YORK 


Marine and Inland Insurance 


REPRESENTING 


Westchester Fire Insurance Company 
United States Fire Insurance Company 
The Tokio Marine and Fire Insurance Company, Ltd. 
The North River Insurance Company 
Empire State Insurance Company 
Royal Exchange Assurance 
Agricultural Insurance Company 
Western Assurance Company 
The Indemnity Marine Assurance Company, Ltd. 
Seaboard Fire & Marine Insurance Company 
The Century Insurance Company Limited 
The Pacific Coast Fire Insurance Company 


AGGREGATE ADMITTED ASSETS, 
OVER $150,000,000 


Losses settled promptly in all principal 
cities of the world 








WN 
SG 


400 ROOMS : 


WITH BATH FROM 


Travelers readily agree that the Fontenelle is the 
superior hotel, thoroughly modernized with every 


facility for luxury, comfort, and convenience. 


3 Keslaurants. 
BLACK MIRROR @ COFFEE SHOP 
BOMBAY ROOM 
Ait Conditioned For Year Round Comfort. 


OMAHA’'S WELCOME TO THE WORLD 











BALTIMORE AMERICAN Insurance Company, 
NATIONAL LIBERTY Insurance Company, 
New York, N. Y. 


Staff Advancements 


At the annual meeting of the boards of directors of the 
National Liberty and Baltimore American Insurance Companies, 
David H. Moore was elected secretary and Raymond E. Minner 
assistant secretary. 

Mr. Moore began his insurance career with the Great Ameri- 
can in its Western Department in Chicago, leaving them to 
enter the service of the Michigan Inspection Bureau as an in- 
spector and rater. After service in the World War he joined 
Critchell-Miller-Whitney & Barbour, agents and brokers in 
Chicago. Later, for several years, he was State Agent for the 
National Union Fire Insurance Company of Pittsburgh. On 
August 1, 1923 Mr. Moore joined the National Liberty and 
Baltimore American as State Agent for Ohio, and on April 1, 
1926, he was called to the Home Office and appointed Superin- 
tendent of Agencies for the Western Department. On March 1, 
1929, he was elected assistant secretary, and on January 1, 1934, 
a director of the two companies. 

Mr. Minner entered the insurance business in 1917 with the 
Illinois Inspection Bureau at Chicago, Ill. On September 1, 
1923, he was employed by the Aetna Insurance Company as 
State Agent for Illinois. He joined the Southern Fire Insur- 
ance Company on October 15, 1929, as State Agent for Illinois 
and Indiana, and on November 1, 1930, he became Associate 
State Agent of The Home Fleet of companies for Illinois. On 
July 1, 1936, he was transferred to the Home Office and ap- 
pointed a supervisor in the eastern territory. 


Extra Dividends 


Directors of the Baltimore American and National Liberty 
Insurance Companies, at meetings held last month, declared the 
customary extra dividends, in addition to the regular semi- 
annual disbursements. The Baltimore American dividend of 
$.10 and extra of $.05, and the National Liberty dividend of 
$.10 and extra of $.10 are all payable on February 15th to stock- 
holders of record February Ist. 


BERKSHIRE MUTUAL Fire Insurance Company, 
HAMPSHIRE MUTUAL Fire Insurance Company, 
Pittsfield, Mass. 


New President 


At recent meetings of the directors of these two companies, 
Karl E. Greene was elected president to succeed the late Robert 
A. Barbour. Since July 1st, 1936, Mr. Greene had been vice- 
president of these companies. 


COLUMBIA INSURANCE COMPANY of New York, 
New York, N. Y. 


In Process of Organization 


Notice of intention to incorporate a company under the above 
title has been filed by officials of the Phoenix Assurance Com- 
pany, Ltd., and associated companies. This new company 1s 
being formed to succeed the Columbia Insurance Company of 
ad City, N. J., which has been in active operation since 


It is our understanding that the new company will begin 
operations with the same resources possessed by the New 
Jersey subsidiary, the action in effect merely constituting a 
change of domicile from New Jersey to New York. 
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CONTINENTAL Insurance Company, 
New York, N. Y. 


1938 Statement 


The eighty-sixth annual statement of the Continental Insur- 
ance Company, as of December 31, 1938, with securities at 
market, shows assets of $95,363,645, unearned premiums $19,- 
726,149, capital stock $5,000,000, net surplus $62,314,404 and 
voluntary reserve of $983,454. The liquidating value of the 
company’s shares, excluding equity in affiliated companies, is 
$38.09 each. 

Underwriting operations in 1938 produced a statutory gain 
of $2,116,732, with unearned premium liability off $796,556 
brought about by a 6.4% drop in premium volume from $20,- 
590,606 to $19,355,772. Losses totaled $9,216,457 while operating 
expenses were $8,796,521. On an adjusted basis underwriting 
earnings equalled $.90 per share against $1.17 in 1937. The net 
investment income was $3,603,058 or $1.80 per share. Dividend 
payments were $3,599,370. 

The comparative financial sheet of the company as of De- 
cember 31, 1938 and December 31, 1937 follows: 


ADMITTED ASSETS 
Dec. 31, 1938 Dec. 31, 1937 
1,684,688 





SN hc av eau awemrane $1,684,688 $1,684, 
*Bonds and stocks .............. 87,503,900 77,068,189 
SIS a ee ey eae 4,615 116 4,451,009 
EE soo hk abiae.s tb sues ie 2,379,123 2,580,723 
‘Accrued interest .......ccccc00s 258,251 253,138 
Total Admitted Assets ..... $96,441,078 $86,037,747 


* Valuations on basis approved by National Association of 
Insurance Commissioners. 


LIABILITIES 
Dec. 31, 1938 Dec. 31, 1937 











Unearned premiums ............ $19,726.149 $20,522,705 
Net unpaid claims .............. 3,065,092 3,163,991 
Dividends to stockholders ...... 2,000,000 2,000,000 
Taxes and expenses ............. 1,358,000 1,330,600 
Miscellaneous Liabilities ........ 916,546 865,154 
+Contingency reserve ........... 1,077,433 460,854 
Tota) Lasiilities ......04 0: $28,143,220 $28,343,304 
ON es ee re are 5,000,000 ,000, 
SS ee eee 62,314,404 51,759,597 
ee a errr 983,454 934,846 
{Policyholders’ Surplus ......... 68,297,858 57,694,443 
ee eae $96,441,078 $86,037,747 


+ Reserve established to adjust surplus to reflect actual mar- 
ket values based on December 31, 1938 market quotations. 


CORROON & REYNOLDS Group, 
New York, N. Y. 


Dividends 


_ Recent dividend declarations made by the various members 
identified with the Corroon & Reynolds Group are listed here- 
after, together with the dates of record and payment. The 
dividend for the New York Fire represents an increase of $.10 
per share, for American Equitable $.05 per share, and for those 
of the other members of the group $.02% per share over the 
previous quarterly disbursements. 


Amount Stockholders Date 
Per Share of Record Paid 


American Equitable ........ $30 Q 1/16/39 1/25/39 
Globe & Republic .......... $15 QO 1/20/39 1/30/39 
Knickerbocker ............. $15 Q 1/16/39 1/25/39 
Merchants & Manufacturers. $.12140 1/20/39 1/30/39 
New York Fire .........2.. Sco. 1/25/39 1/30/39 


FOR FEBRUARY, 1939 

















INCORPORATED 1799 


PROVIDENCE 
WASHINGTON 
INSURANCE 
COMPANY 


PROVIDENCE, R. I. 


INCORPORATED 1928 


ANCHOR 
INSURANCE 
COMPANY 


PROVIDENCE, R. I. 


Organized and Owned by the 
Providence Washington Insurance Co. 


Each of these Companies writes the 
following classes of Insurance: 
FIRE—TORNADO 
OCEAN AND INLAND MARINE 
AND THEIR ALLIED LINES 


AUTOMOBILE — FIRE, THEFT 
AND COLLISION 
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Fasurance Company Ltd. 
90 John Street, New York 


A Large Company Doing an Interna- 
tional Insurance Business. Offices are 


Located Throughout the Entire World. 


Fire Automobile Marine 


HARRY G. CASPER 
United States Manager 


BERT A. JOCHEN 
Asst. U. S. Manager 














GutrF INSURANCE COMPANY 


RATED "A+" 


ATLANTIC INSURANCE Go. 


RATED "A+" 
DALLAS, TEXAS 











Fire and Windstorm 


Automobile 
(Full Coverage) 


Agents wanted in Texas, California, Okla- 
homa, Kansas, Illinois, Indiana & Ohio. 
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DWELLING HOUSE Insurance Company, 
Lincoln, Nebr. 


New Title Adopted 


At the annual meeting of this company held January 18th, a 
new title “Standard Reliance Insurance Company” was adopted. 
This action was undertaken, the management reports, as it 
was felt the name did not fully reflect the present activities of 
the company. 

This company was organized in 1897 by a group of Nebraska 
business men to write insurance on dwellings. After several 
years of successful operation, the company began writing com- 
mercial risks, including churches, schools and public buildings, 
and soon after its coverage was extended to include farm 
property. In August, 1934, the company added a full coverage 
automobile department. 


FIDELITY-PHENIX Fire Insurance Company, 
New York, N. Y. 


1938 Statement 


The annual statement of the Fidelity-Phenix Fire Insurance 
Company as of December 3lst, 1938, reveals assets at market 
$74,867,759, unearned premiums $15,466,927, and policyholders’ 
surplus, including voluntary reserves, of $53,264,448, which is 
an increase of more than $8,000,000 for the year. 

The company’s underwriting operations in 1938 produced a 
statutory gain of $963,592 with $98,930 added to unearned pre- 
mium reserves. Net premium volume for the year was $15,- 
619,702, an increase of more than $220,000 compared with 1937 
production. Losses incurred were $7,512,274, operating expenses 
$7,036,273. The adjusted underwriting profit was $.67 per share 
as compared with $1.24 in 1937. Net investment income was 
$2,812,616 or $1.87 per share. Dividends were $1.80 per share. 
The liquidating value of shares at the year-end, excluding 
equities in affiliates, was $39.63 each. 

The comparative financial balance sheet of the company as 
of December 31, 1938 and December 31, 1937 follows: 


ADMITTED ASSETS 
Dec. 31, 1938 Dec. 31, 1937 





SE, Cee ree $1,654,688 $1,654,689 
Bonds and stocks ......sc0c0000 68,325,239 60,219,668 
Nard p5a ash acu oS A pelea we nea 4,127,517 3,123,887 
a eee re 1,721,270 1,908.309 
Accrued interest .........ccece. 168,828 192,817 

Total Admitted Assets ..... $75,997,542 $67,099,370 


* Valuations on basis approved by National Association of 
Insurance Commissioners. 











LIABILITIES 
Dec. 31, 1938 Dec. 31, 1937 
Unearned premiums ............ $15,466,927 $15,367,997 
PUGt CNN GIBB asco as ccccccee 2,813,457 2,794,562 
Dividends to stockholders ....... 1,500,000 1,500 000 
Taxes and expenses ............ 990,000 1,064,100 
Miscellaneous liabilities ......... 832,927 793,405 
tContingency Reserve .......... 1,129,783 670,956 
Total Lésbilities ... 6.50504 $22.733,094 $22,191,020 
NE errr 3,750,000 3,750,000 
EE 255 vob b5i.0.0 000 «cage 48,647,375 40,351,755 
Special reserves ...........000. 867,073 806,595 
+Policyholders’ surplus ......... 53,264,448 44,908,350 
ME. ctdstte ens ee wansa tives $75,997,542 $67,099,370 


+ Reserve established to adjust surplus to reflect actual market 
values based on December 31, 1938 market quotations. 
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FIRE ASSOCIATION Group, 
Philadelphia, Pa. 


Deering Marine Secretary 


At recent meetings of the directors of the companies of the 
Fire Association Group Mr. Thomas S. Deering, who since 
joining those companies three years ago has been in charge of 
Marine and Inland Marine affairs, was elected Marine Sec- 


retary. 

Mr. Deering originally established this Department in 1936 
to provide direct Marine facilities to the agents of the Lumber- 
men’s, The Reliance and Philadelphia National companies, 
affiliates of the Fire Association. Then, when Fire Association 
and Appleton and Cox separated their Marine activities in 1937, 
the Marine transactions for all companies of the Fire Associa- 
tion Group were consolidated at Philadelphia under Mr. Deer- 
ing’s direction. The first year of independent operation has 
just been completed with credit to his companies and himself. 

Coincidently, Mr. George Inselman became Marine General 
Agent and immediate administrative assistant to Mr. Deering at 
Philadelphia Head Office. Mr. Inselman recently joined Fire 
Association after many years in the United States Head Office 
of the British and Foreign at New York. 


FIREMEN'S Insurance Company, 
Newark, N. J. 


A. |. U. Now Foreign Managers 


The Firemen’s Insurance Company of Newark announced 
the appointment of American International Underwriters Cor- 
poration, 111 John Street, New York, as its foreign managers 
effective January 1, 1939. Under this arrangement the American 
International Underwriters will handle fire and allied lines for 
the Firemen’s on American business interests in foreign coun- 
tries, except Canada. 

The American International Underwriters was established in 
1927 by C. V. Starr and his associates to handle part of the 
rapidly growing international insurance activities of the Starr 
interests. It does a general world-wide insurance business, ex- 
cept in the United States and Canada, and administers the for- 
eign business of several American fire and casualty companies. 
In addition to this new appointment it acts in a like capacity for 
the Hanover Fire Insurance Company of New York, National 
Union Fire Insurance Company of Pittsburgh and the Ohio 
Casualty Company cf Hamilton, Ohio, under agreements of 
some years’ duration. In January, 1938, it was appointed for- 
eign managers for the Maryland Casualty Company in all but 
a few foreign countries. The broadening of the facilities of the 
organization by the addition of so large a company as the Fire- 
men’s will enable it to serve even better than in the past the 
growing demands of this important market. 

The Firemen’s Insurance Company of Newark, organized on 
December 3, 1855, under the laws of the State of New Jersey, 
is the parent company of the well-known loyalty group, which 
comprises, in all, seven fire and two casualty companies. John 
R. Cooney, president of the group, in commenting on this ap- 
pointment, said in part: 

“It has been our Company’s aim during the more than four 
score years of its existence to adhere to progressive business 
ideals that will assure to all of our local agents and to their 
clients the best available in coverage and in the payment and 
adjustment of loss claims. The continuous increase in American 
business abroad, and the speed with which foreign business is 
conducted now-a-days, call for specialized insurance service in 
this field. Our appointment of the American International 
Underwriters Corporation as our Foreign Managers is the re- 
sult of our careful investigation of this field. We feel that 
their extensive international affiliations, their network of repre- 
sentatives in important cities throughout the world and their 
years of specialized experience in handling foreign coverage 
for American firms are assurances of efficient service. It is 
our belief that the usefulness of the Firemen’s of Newark will 
be still further extended by this arrangement.” 


FOR FEBRUARY, 1939 





Dhis 
company is 
proud of its consis- 
tent increases...in 
resources, in premium income 
and in the number of our 
alert, progressive agents. 


Are YOU one of 
them? 











KANSAS CITY Zire 








INSURANCE COMPANY 


CHICAGO OFFICE: KANSAS CITY, 
INSURANCE EXCH. MISSOURI 
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You Know the Value 
of 


ASSURANCE 


At every turn you stress the assurance in good insur- 
ance. But—there’s another assurance you must know 
about—it’s the popular Hotel Oklahoma-Biltmore in 
Oklahoma City. The Biltmore affords the assurance of 
prestige of address you always demand and which means 
so much in your profession. 


T. J. SETTLE, MANAGER 
OKLAHOMA 


ILTINOGRE 


OKLAHOMA CITY 


AFFILIATED NATIONAL HOTELS 


HOTEL 
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FIRE INSURANGE CO, 
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New York Representatives: 
BotHwett and Warner. 11 W. 42nd St., New York 








THE HOME Insurance Company, 
New York, N. Y. 


Annual Statement 


The 171st semi-annual statement of this company, reflecting 
its financial condition as of December 31st, 1938, was released 
by the management early last month. 

Prepared in accordance with Insurance Department require- 
ments, namely, amortized values for bonds, book value for in- 
surance stocks and market values for all other securities, the 
statement showed total admitted assets of $117,804,414 and 
policyholders’ surplus of $65,466.465, gains of $2,754,677 and 
$11,808,925 respectively, as compared with December 3lst, 1937. 
The statement reveals an increase in United States Government 
bond holdings for the year of about $310,000, while cash 
dropped about $982,000. 

That the company experienced a considerable drop in premium 
volume is reflected by the decline in its unearned premium re- 
serve liability, which was reported as $43,558,406 on December 
31st, 1938, as compared with $51,540,499 on December 31st, 1937. 
Primarily responsible for this decrease is the reduced premium 
production of the company’s automobile finance department. 

Published operating figures point to higher earnings. The 
estimated profit on the company’s outstanding capital stock has 
been figured at $2.32 per share. This compares with $1.99 per 
share in 1937. The reported net investment income is $4,331,000 
or $1.44 per share. In 1937 the net investment income was $1.82 
per share. The reported statutory underwriting profit for 1938 
is $5,844,000. The adjusted underwriting profit in 1938 is esti- 
mated at $.88 per share as compared with $.17 per share in 1937. 

Recently directors of the company declared the regular 
quarterly dividend of $.25 per share and also the usual extra 
of $.15 per share. These dividends were paid on February lst 
to stockholders of record January 16th. 

A brief statement of assets and liabilities at the close of the 
year 1938 appears hereafter. 


ASSETS 
Cash in banks and trust companies............. $12,053,210.03 
United States Government bonds .............. 9,693,243.72 
All other bonds and Gt0cks ..........cccsccccces 87,847,547.66 
Premiums uncollected, less than 90 days due .... 6,908,581.09 
NOE ncetn's ecdesSs vahseusessw dees 220,635.00 
SE IE NE oo eiiiekaseackeecaw hou 1,081,196.35 
$117,804,413.85 
LIABILITIES 
SE esi gs us dnd ww ebis cae $15,000,000.00 
Reserve for unearned premiums .............. 43,558,406.00 
I I OI nok oe. ois 90s 0 0e00aa Sew slants 5,914,743.00 
Reserve for taxes and accounts..............- 2,800,000.00 
Funds held under reinsurance treaties ......... 64,800.00 
RS Os he Sen Pe ee 50,466,464.85 
$117,804,413.85 








CLAIMS ADJUSTMENT BUREAU 


INSURANCE ADJUSTERS FOR COMPANIES EXCLUSIVELY 


Automobile Fire, Theft, Collision and Inspection, All Casualty 
Lines, Compensation, Trial Preparation. 


Staff covering New York, New Jersey, Long Island, and 
Connecticut. 


HOME OFFICE 
70 PINE STREET 
CITIES SERVICE BLDG. 


NEW YORK CITY Whitehall 4-6757 


Whitehall 4-6756 


litan New York Insurance District. 


Located In the heart of the Metro 
ork World’s Fair Grounds. 


25 Minutes to the New 
MAKE OUR OFFICE YOURS IN NEW YORK CITY. 














794 





BEST'S FIRE AND CASUALTY NEWS 





lecting 
leased 


>quire- 
for in- 
2s, the 
4 and 
7 and 
, 1937, 
nment 

cash 














HELP WANTED 


Oygved 


Many Agents who concur with our belief that the future of the local Agent 
depends upon his use of the Insurance Survey and Analysis plan are hesitant 
to adopt it because they feel that it is a difficult or lengthy task to handle 


properly. 


We are answering this appeal for help with an Insurance Analysis Guide, 
which leads the Agent through all the various steps incidental to a 
thorough and accurate survey of a personal account. It is offered free not 


only to our present Agents, but to prospective Agents of 
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Tae American Insurance ComPpANY 


Tae Cotumsra Fire Insurance Company 


Newark Lig New Jersey 


==== Fire & Marine Companies === 


Tue Jersey Fire UNpERwriTErs 
Dixie Fire Insurance Company 





MANUFACTURING LUMBERMEN'S Underwriters, 
Kansas City, Mo. 


Liquidation Expedited 


The Circuit Court of Jackson County, Mo., on the 5th of 
January, issued a decree providing for adjustment of the out- 
standing claims of the Manufacturing Lumbermen’s Underwrit- 
ers, in liquidation since April 1st, 1937. Ways and means of 
expediting the liquidation of the estate of the reciprocal were 
devised by interested creditors. 

After being in conference for a period of three days, ending 
December 30th, 1938, attorneys, representing most of the larger 
interests in the litigation, reached an agreement which called 
for a concession of all the large interests in an effort to dispose 
of the matter and avoid the continuation of expense, and, at 
the same time, to relieve a situation which involved many diffi- 
culties and complications. The whole matter was confused as 
to different forms of subscribers’ agreements and as to the 
manner in which the reciprocal’s books were kept. Frank P. 
Shannon and Lee D. Seelig, Commissioners supervising the 
liquidation, recommended to the court that there be no segrega- 
tion of assets distinguishable between participating and non- 
participating subscribers, and this was so ordered. 

Substantially, the basis of winding up the reciprocal’s affairs, 
as provided in the court decree, is that assets are to be held 
generally for the benefit of all creditors and that debts shall 
rank for priority as follows:—(1.) Administrative expenses 
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and liquidation. (2.) Taxes. (3.) Losses. (4.) All other 
claimants to share equally. 

One of the important features of the compromise agreement 
was settlement covering the amount of the injury sustained 
by participating subscribers through the charging of their ac- 
counts with the result of the operations of general business 
and reinsurance accepted. The amount allowed, $150,000, is to 
be restored to the surplus account of those participating sub- 
scribers who filed claims, on the basis of their net premiums 
for the period between May 1, 1933 and April 1, 1937, in rela- 
tion to the total net premiums written of participating sub- 
scribers over that period. Other important claimants, the Pearl 
Group and the National Fire & Marine Insurance Company 
were awarded settlements of $175,165 and $20,093 respectively. 
Of the awards or claims allowed the Pearl Group, the sum of 
$64,965 received priority under Class 3, while the balance, $110,- 
199 was established as a general claim under Class 4. The 
sum of $8,222 recoverable by the National Fire & Marine In- 
surance Company received priority under Class 3, and the bal- 
ance, $11,871 was classified as a general claim under Class 4. 

Other provisions of the settlement call for the return of 
premium claims on a pro rata basis where cancellations were 
effected by the decree of dissolution issued on April Ist, 1937. 
Subscribers of the Manufacturing Lumbermen’s Underwriters, 
who effected cancellation prior to this date, are to receive an 
allowance for return premiums on a short rate basis. 

With reference to the rights of the various classes of credi- 

(Continued on next page) 
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MANUFACTURING LUMBERMEN'S—Cont. 


tors and claimants of the Manufacturing Lumbermen’s Under- 
writers, the court ruled: 

“That there be no segregation of the assets of Manufacturing 
Lumbermen’s Underwriters, but that said assets be held gen- 
erally for the benefit of all creditors and all sums realized 
from the assets be applied to the payment of all claims in the 
manner hereinafter set forth; that the claims and debts of 
Manufacturing Lumbermen’s Underwriters rank for priority 
as follows: 

(1) All expenses of closing the business and disposing of 
the assets of Manufacturing Lumbermen’s Underwriters shall 
— the first class of claims and shall be prior to all other 
classes. 

(2) All lawful taxes and debts due the State of Missouri 
and the United States and the counties and municipalities of 
this state shall constitute the second class and shall be prior 
to all claims and debts except the first class hereinabove men- 
tioned. 

(3) Claims for losses upon contracts of insurance and re- 
insurance entered into by Manufacturing Lumbermen’s Under- 
writers shall constitute the third class. All loss claims which 
are finally allowed shall comprise this class. Loss claims shall 
include losses on general business and losses on participating 
business; also losses under reinsurance contracts which are 
finally allowed. The claims and debts falling in this third class 
shall be prior in payment to all other claims except those in 
the first and second classes hereinabove set forth. Each claim 
of this class shall be paid as soon as finally determined. 

(4) The fourth class shall consist of all other debts and 
claims allowed against the state by the Commissioners ap- 
pointed to hear claims. It shall include claims for “dead” ac- 
counts, return premiums on general business, return premiums 
on participating subscribers’ policies, surplus accounts of par- 
ticipating subscribers as of October 31, 1936, or of the last 
balance on the surplus accounts if made prior to October 31, 
1936, according to the records of Manufacturing Lumbermen’s 
Underwriters and increased as provided hereinafter, and all 
other claims. “General business” as used in this paragraph in 





this classification should include reinsurance ceded to the Man- 
ufacturing Lumbermen’s Underwriters, claims under which are 
finally allowed. 

“That no interest shall be paid on any claim. 

“That in determining the amount of return premiums due to 
general business claimants directly insured, the quantum of the 
return premiums shall be fixed upon the basis employed in fig- 
uring such return premiums by the Superintendent of the 
Insurance Department, which is as follows: 

“Insureds who effected cancellation prior to April 1, 1937, 
shall be entitled to an allowance for return premiums ona 
short rate basis; return premiums shall be allowed on a pro- 
rata basis where cancellations were effected by the Manufac- 
turing Lumbermen’s Underwriters, or by the decree of dis- 
solution of April 1, 1937. 

“In determining the return premiums due to participating 
subscribers upon outstanding contracts, the same method shall 
be used as is employed with reference to the general business 
policyholders. 

“That $150,000 shall be restored to the surplus accounts of 
those participating subscribers who have filed claims with the 
Commissioners, for the purpose of computing their claims, as 
follows : 

“The proportion of the $150.000 which the net written pre- 
mium of the individual claimants who are participating sub- 
scribers, for the period between May 1, 1933 and April 1, 1937 
bears to the total net written premiums of participating sub- 
scribers who have filed claims for the period between May 1, 
1933 and April 1, 1937, shall be added to the surplus account 
of each participating subscriber who has filed a claim with the 
Commissioner. 

“That there shall be no apportionment of expenses and losses, 
nor any charge made therefor against surplus accounts from 
and after October 31, 1936 

“That all claims and debts, except those which comprise the 
first class, shall be presented and continued to be presented to 
the Commissioners appointed to hear claims, and the Com- 
missioners appointed to hear claims shall continue to exercise 
their authority with respect thereto.” 





PIONEER EQUITABLE INSURANCE COMPANY 


PIONEER EQUITABLE BLDG. $3 


A most progressive and versatile, stock, fire insurance company. 


: LEBANON, INDIANA 





Lower rates on better risks when needed; with Co-insurance clause. Attractive propo- 
sition to agents on preferred risks, without coinsurance, at Bureau rates. 


Company has made an underwriting profit every year. 
Every loss paid day “proof” received. Never had any contention with any loss claimant. 





Licensed and actively operating with capable Special Agents in: Indiana, and Michigan. 
Active, progressive, local agents will promptly seek representation. 
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WHY NOT BE A THIRTY-NINER:? 


? 


Agents of the “Ohio Farmers’ enjoy the advantage of our 
1939 personalized series of sales helps. .. . A brief request 


on your stationery will bring you samples of these supplies. 


* 








OHIO FARMERS INSURANCE COMPANY 


LeRoy, 


Ohio 





MUTUAL FIRE INSURANCE Company of 
Chester County, Coatesville, Pa. 


99th Annual Statement 
ASSETS, JANUARY 1, 1939 


Pree eee $100,492.80 
Bonds (Market Value December 3ist, 1938).... 156,617.97 
Stocks (Market Value December 31st, 1938).... 53,485.00 
EE Cicily 6 Oen gba doe ses sn se aes cewse 4.46 5,400.00 
Premiums Due, not over 90 days .........-..-- 35,254.53 
Real Estate (at appraisal for Insurance Depart- 
Ea aor reer mee se ee 75,000.00 
NE isc suuacud sbbesaeseess cheaete 1,331.36 
$427,581.66 
LIABILITIES, JANUARY 1, 1939 
Reserve for Losses in process of adjustment.... $14,701.28 
Reserve for Taxes, Bills and Accrued Expenses 11,450.00 
Voluntary Reserve for Unearned Premiums.... 151,430.38 
SRE Se errr ery 250,000.00 
$427,581.66 


This company, which was incorporated by a special act of 
the Pennsylvania legislature on April 21st, 1840, released early 
last month its ninety-ninth annual statement for the year end- 
ing December 31st, 1938. In presenting this statement the man- 
agement reported that the year 1938 produced the lowest loss 
ratio in the history of the company, the losses incurred being 
only 234% of net premiums written. 

The business of the company is almost entirely confined to 
territory within 100 miles of its Home Office in Coatesville, 
Pa. It issues policies limiting the assessment liability of mem- 
bers to an amount not exceeding the premium paid. Since 1840 
it has paid $7,353,496.65 ‘in net losses, without ever levying any 
assessments upon policyholders. 
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NATIONAL FIRE & MARINE Insurance Company, 
Elizabeth, N. J. 


Inland Marine Department Opened 


The National Fire & Marine Insurance Company announced, 
effective January Ist, the opening of an Inland Marine Depart- 
ment at its Executive Office at 25 Cliff Street, New York City. 

This new Department, which will handle all important in- 
land marine covers, will be under the management of Albert 
N. Gates, who has been specializing in this form of coverage 
for a good many years. 


NEW BRUNSWICK Fire Insurance Company, 
New Brunswick, N. J. 


Addition to Official Staff 


Norman S. White, who has served the Insurance Company 
of North America for the past nineteen years, recently resigned 
to accept an official position with the New Brunswick Fire In- 
surance Company, one of the Home Fleet of insurance com- 
panies. 

After service in the World War Mr. White joined the In- 
surance Company of North America as a field man in western 
Pennsylvania in 1919. For the past four years he has been in 
charge of the northern New Jersey field. 


NORTH BRITISH & MERCANTILE Insurance 
Company, Edinburgh, Scotland 


Secretary Ling Retired 
The North British & Mercantile Insurance Company an- 
nounced the retirement of Percy Ling as secretary effective 


December 31, 1938. 
Continued on next page 
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NORTH BRITISH & MERCANTILE—Continued 

Mr. Ling joined the company on June 4, 1900, as adjuster 
in the Loss Department at the New York Home Office. At the 
time of the San Francisco conflagration he was sent to the 
Pacific Coast to assist in settling the innumerable claims that 
arose, and, later that year, was made Special Agent for Penn- 
sylvania and West Virginia. Five years later he was trans- 
ferred to Albany, N. Y., as Special Agent in the Eastern New 
York field. He was brought to the New York Home Office in 
1917 as Assistant General Agent in the Middle Department, 
being made General Agent in the following year. In 1929 he 
was appointed secretary in charge of the Middle Department 
territory, and continued in that capacity for the next five years 
when he was assigned to special executive duties and represen- 
tation on many organization committees. 


PARAMOUNT Fire Insurance Company, 
New York, N. Y. 


Agents’ Investigation 


The executive committee of the National Association of 
Insurance Agents views with disfavor any insurance com- 
pany where its initial operations are dependent upon the re- 
insurance of all of its liability or which writes only certain 
classes of desirable business. 

The committee, in a statement released to the press follow- 
ing a comprehensive investigation of the facts surrounding the 
formation of the Paramount Fire Insurance Company, re- 
ported that the company had no reinsurance contracts at the 
present time, for the reason that there is no Paramount Fire 
Insurance Company with contractual power in existence. It 
did find, however, that a tentative proposal has been made and 
accepted for such reinsurance under an arrangement whereby 
the Paramount will be required to become a member of all 
territorial company rating organizations. 

The committee also found that the company proposes to 
sell stock only to insurance agents now in the insurance busi 
ness with. two classes of stock being offered—(a) An issue 
of preferred voting stock at a nominal par value, and (b) 
An issue of common stock at a price of double its par value. 
Intended stockholders not members of the Local Association 
of Insurance Agents will be required to apply and qualify for 
such membership. 

Under no condition, the investigation also disclosed, will a 
stockholder, who is also the lending agent of a money-lending 
or financial institution, be permitted to require as a condition 
for making loans that the insurance covering such properties 
be placed in the company. Owners of such property shall have 
the free choice of placing the insurance in any responsible 
insurance company they may select. 

The capital structure of the Paramount Fire Insurance Com- 
pany, now in process of organization, will be made up of capi- 
tal $300,000 and surplus $250.000. In its registration statement 
filed with the Securities and Exchange Commission two classes 
of stock are proposed, common stock $250,000 comprising 2,500 
shares of a par value of $100 each and $50,000 preferred stock 
made up of 50,000 shares, par value $1.00 each. The offering 
price of the common stock is $200 per share and the preferred 
stock $1.00 per share. 


PEARL-AMERICAN Fleet, 
New York, N. Y. 


Inland Marine Change 


The United States management of the Pearl American Fleet 
announced, effective January Ist, the termination of the repre- 
sentation of Alan H. Bonito & Company, Inc., of New York 
for inland marine lines. This agency, however, will continue to 
handle and service unexpired policies of the group. 

Since the first of the year the inland marine operation of the 
Pearl Assurance Company, Ltd., Monarch Fire [nsurance Com- 
pany and the Eureka-Security Fire & Marine Insurance Com- 
pany, have been handled directly by the companies through 
their regular offices. The operations of the inland marine de- 
partment are under the supervision of Norris K. Levis. 
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PHOENIX Insurance Company, 
Hartford, Conn. 


Gustetter Retired 


Frederick C. Gustetter, vice-president and secretary of this 
company and Equitable Fire & Marine Insurance Company, re- 
tired on January Ist after fifty-six years of continuous service 
with the organization. Mr. Gustetter also retired as vice-presi- 
dent of the Central States Fire Insurance Company, Wichita, 
Kans. 

Born in Cincinnati in 1866, Mr. Gustetter started with the 
Phoenix in 1882 as a clerk in the company’s western branch 
office. In 1916 he was elected assistant secretary, in 1923 sec- 
retary and in 1936 vice-president and secretary. 


REPUBLIC INSURANCE COMPANY of Texas, 


Dallas, Texas 
New Eastern Manager 


A. F. Pillet, president of the Republic Insurance Company 
of Texas, announced early last month the appointment of A. L. 
Brooks, Jr., as manager for the Eastern Department, succeed- 
ing A. B. Roome, resigned. Mr. Roome had occupied the man- 
agership of this office since its establishment on January 1, 
1934, and prior thereto had acted as assistant manager in charge 
of underwriting of the company’s Western Department. 

Mr. Brooks, the new manager, for the past five and one-half 
years has been a member of the Republic organization, having 
served as Special Agent in the Houston territory and in the 
Home Office Underwriting Department. 

Concurrent with this change, announcement was also made 
of the appointment of T. C. McGuy as assistant manager. Mr. 
McGuy has had a wide experience as a capable underwriter in 
the middle and eastern territories over a long period of years, 
and particularly so for the past five years in the company’s 
Eastern Department. 


ST. PAUL FIRE & MARINE Insurance Company, 
St. Paul, Minn. 


Resources at Record High 


The seventy-fourth annual statement of this company, which 
covers the year ending December 31, 1938, established a new 
high for assets and policyholders’ surplus. With all securities, 
except subsidiary companies’ stocks, at market values, the com- 
pany reported total assets of $41,622,690, as compared with 
$39,649,094 on December 31, 1937, and $39,398,015 on December 
31, 1936. Surplus to policyholders, including conflagration re- 
serve $600,000 and reserve for depreciation $214,545, was $29,- 
740,097 as against $27,834,582 the previous year and $28,127,- 
555, the previous record high reported on December 31st, 1936. 

The shares of subsidiary companies were carried in this cur- 
rent statement at their respective capital and surplus values, 
after setting up a reserve for the increase in security values of 
the respective companies. If the security appreciation of the 
subsidiary companies had been carried into the parent com- 
pany’s statement, assets and policyholders’ surplus would have 
been increased by $239,304. 

For the fourteenth consecutive year underwriting operations 
resulted in a profit the statutory gain for 1938 before provision 
for income taxes, being $773,117. Net premium volume for the 
year 1938 amounted to $11,830,690, a drop of slightly more than 
2% as compared with the year 1937. Despite the drop of almost 
$250,000 in net premiums, the unearned premium reserve lia- 
bility declined only $11,395. 

_ Investment income for the year, also before provision for 

income tax, amounted to $1,482,844, a drop of only about 4% 

as compared with the year 1937, while dividend payments 

amounted to $1,200,000. The company reported appreciation in 

the market value of securities other than subsidiary companies’ 
(Continued on next page) 
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Announcing the formation of 


GRAND UNION 
UNDERWRITERS 


Comprising the following Companies:— 


URBAINE FIRE INSURANCE COMPANY 
UNION & PHENIX ESPANOL INS. CO. 
FRENCH UNION & UNIVERSAL INS. CO. 


Fester, 


Fothergill 
& Hartung 


Attorneys 

John A. Heinze, 
Manager 

90 JOHN ST., 
NEW YORK, 
N. Y. 


FACULTATIVE 


CLUSUTANCE 
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BEST'S AUTOMOBILE POLICY CHART 
1939 EDITION—{Covering Liability and 


Property Damage Provisions} 


The Chart shows an analysis of the liability and prop- 
erty damage provisions of approximately 200 policies 
issued by the leading automobile writing companies. 
Especially designed for quick and comple reference— 
a most valuable Chart for Agents soliciting liability and 
property damage business. 


Automobile fatalities and accidents are increasing- 
Jury awards and judgments are mounting! 


If you are an agent you will find the Chart most valu- 
able in soliciting business, as it enables you to intelli- 
gently present your policy to a_ prospect and compare 
the coverage offered by your Company with that of 
others. Agents are constantly running into limited 
policies—Best’s Automobile Policy Chart as an authori- 
tative analyses; gives a long needed means of combating 
Limited Policy competition. To ————— sell Auto- 
mobile coverage, it is essential for you to have a com- 
plete knowl of the poles meoviten of all com- 
panies. INCRHASH YOUR SALES and efficiency by 
Ging Best’s Automobile Policy Chart. Place your or- 
der for a copy of this valuable Chart and determine 
for yourself the policy that gives you the coverage YOU 
want, or your client wants. Incomplete coverage in 
the event of an accident may prove very costly. 


Published Annually in February. Size 7” x 4”. 
PRICE $1.54 PER COPY (Postage Included). 
ALFRED M. BEST COMPANY, INC. 


HOME OFFICE: BEST BUILDING, 
75 FULTON STREET, NEW YORK, N. Y. 
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ST. PAUL FIRE & MARINE—Continued 


shares of $214,545. No credit for this appreciation was taken 
by the company in its surplus account, the entire amount hay- 
ing been set up as a special reserve. The increase in book value 
of subsidiary companies’ shares in 1938, exclusive of apprecia- 
tion experienced by them, amounted to $935,009. 

A brief statement of assets and liabilities of the company as 
of December 31, 1938 follows: 


ASSETS 
Bonds (at Market Value Dec. 3lst)............ $22,507,121.93 
Stocks (at Market Value Dec. 31st) .......... 11,767,322.05 
Home Office and other real estate ............. 1,219,266.66 
6 co oad sceetehbeddascete abou 1,506.888.17 
RESET CRE le ee noe rarer 400,000.00 
Re BE ID oo osc ccrncncessscccscces 1,868,133.08 
Agents’ balances, not over 90 days ............ 1,881,637.06 
Due from reinsurance companies, notes, etc... .. 253,690.39 
RE ee ee 218,631.13 
$41,622,690.47 
LIABILITIES 


Reserve for unearned premiums .............. $9,292,457.72 


Reserve for unadjusted losses ...............- 1,482,561.61 
Reserve for taxes, contingent commissions, etc. 671,000.00 
Reserve for adjustment expense .............. 80.000.00 
Funds held under reinsurance treaties ......... 281,574.45 
Pea errr 75,000.00 
EE MEE osc 6.0 00saeocseeeceanaaes> $11,882,593.78 
ee ee ,000,000.00 
ee 24,925,551.69 
Conflagration reserve ........... 600,000.00 
Depreciation reserve ............ 214,545.00 
SESUUS 10 GONG HIGIIS ooo ccc ccvesecossecees 29,740,096.69 


$41,622,690.47 


SVEA FIRE & LIFE Insurance Company, 
Gothenburg, Sweden 


Reinsures United States Business 


The United States branch of the Svea Fire & Life Insur- 
ance Company reinsured, effective as of December 31, 1938, its 
entire unearned premium liability with the United States branch 
of the Christiania General (Storebrand) Insurance Company, 
Oslo, Norway. While ordinarily this action indicates a prepara- 
tory step toward retirement from the United States, no official 
announcement in this respect has been made, nor has the company 
applied for withdrawal of its statutory deposit. 

The company has maintained a branch in the United States 
since the year 1884, and for a long period its net premium pro- 
duction amounted to or exceeded $1,500,000 annually. The 
company retired from the direct writing field effective as of 
November 30, 1932, when all outstanding business was rein- 
sured with The Home Insurance Company of New York, N. Y. 
Subsequently business was confined entirely to fire reinsurance 
with the premium volume fluctuating between $220,000 and 
$440,000 a year. 

The affairs of the company in the United States have been 
directed by J. M. Wennstrom as United States manager. He 
acts in a similar capacity with the Christiania General Insur- 
ance Company and is president of the Hudson Insurance Com- 
pany of New York, N. Y. 

The latest financial balance sheet of the United States 
Branch of the Svea Fire & Life Insurance Company as of De- 
cember 31, 1937, showed total assets, with all securities at mar- 
ket, of $1,400,140 and net surplus of $955,550. Its reported 
liabilities on December 31, 1937, of $447,351, including unearned 
premium reserves of $384,523. 
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REPORTS ON 


COMPANIES AND ASSOCIATIONS 


ALLSTATE Insurance Company, 
Chicago, Illinois 


New Officers 


Please refer to article in Fire and Marine Section. 
AMERICAN AUTOMOBILE Insurance Company, 
St. Louis, Missouri 
Examined 


A Convention examination of this company by the In- 


‘surance Departments of Missouri, Arkansas, Indiana, and 


South Carolina, as of June 30, 1938 disclosed capital, 
$2,000,000; surplus, $6,516,315; liability loss reserve, $4,963,- 
951; workmen’s compensation loss reserve, $20,139; all 
other loss reserves $341,278; unearned premiums, $6,720,- 
812; total admitted assets, $21,788,439. Premium writings 
during the first six months of 1938 amounted to $8,065,- 
649 while disbursements during this same time totaled 
$2,852,270, exclusive of the cost of investigation and ad- 
justment of claims which totaled $642,252. 

Underwriting operations during the first six months of 
1938 produced a profit of $441,364 and investment opera- 
tions a gain of $869,296. After providing for dividends to 
stockholders in the amount of $100,000 the surplus account 
showed an increase of $1,210,660. 

The examiners stated that a review of open claims and 
those closed during the progress of the examination indi- 
cates that the company makes prompt and complete in- 
vestigation of all reported losses, and that claim settle- 
ments are fairly made in accordance with the policy con- 
tracts, and the interests of the assured protected at all 
times. 

From inception of the company to June 30, 1938, cash 
dividends, $2,415,250 and stock dividends, $1,700,000 have 
ae = to stockholders. The report of examination was 
avorable. 


AMERICAN CASUALTY Company, 


Reading, Pennsylvania 
Resumes Dividend Payments 


Directors of this company have declared a dividend of 
15¢ per share, payable January 16, 1939 to stockholders of 
record December 30th. This is the first year dividends have 
been declared since 1931. 


AMERICAN FIDELITY AND CASUALTY Company, 
Richmond, Virginia 


Dividend Action 


Directors of this company have declared a regular quar- 
terly dividend of 15¢ per share, plus a year-end extra divi- 
dend of 5¢ per share, payable January 10, 1939 to stock- 
holders of record December 31st. 













AMERICAN MOTORISTS Insurance Company, 
Chicago, Illinois 


Dividend Action 


Directors of this company have declared a regular quar- 
terly dividend of 60 cents per share, payable January 3rd 
to stockholders of record December 28, 1938. 


ARCADIA MUTUAL CASUALTY Company, 
Chicago, Illinois 


Organized 


This company was incorporated during December in IIli- 
nois but has not yet been licensed. 


BROAD STREET MUTUAL Casualty Insurance Company, 
Boston, Massachusetts 


Temporary Receiver 


J. T. Noonan was recently appointed temporary receiver 
for this company. Justice Charles H. Donahue of the Su- 
preme Court made the appointment, contending that fur- 
ther conduct of the business would be “hazardous to the 
public and policyholders.” It is reported that assets were 
listed at approximately $700,000 while liabilities totaled 
approximately $1,175,000. The company operated only in 
Massachusetts and was licensed to write accident, health, 
auto liability, auto property damage, general liability and . 
collision insurance. Its principal business, however, was 
Massachusetts compulsory automobile insurance. 


CALIFORNIA PHYSICIANS’ Service, 
Oakland, California 


In Process of Organization 


Members of the California Medical Association are in- 
terested in the organization of the California Physicians’ 
Service for the purpose of furnishing and supplying hos- 
pital and nursing service on a periodic payment plan in 
hospitals in the State of California. 


CANTON MUTUAL Liability Insurance Company, 


Boston, Massachusetts 
Temporary Receiver 


Supreme Court Justice Charles H. Donahue recently ap- 
pointed L. C. Chamberlain temporary receiver for this 
company. An examination of this company recently com- 


(Continued on next page) 
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CANTON MUTUAL LIABILITY INS. CO.—Cont. 


pleted disclosed a deficit as of September 30, 1938 of $435, 

258.85. The admitted assets as shown by the report of 

examination were $103,020.59; liabilities, $538,279.44; guar- 

anty capital, $25,000; impairment of guaranty capital, $60,- 
8.85. 


This company, together with the Broad Street Mutual 
Casualty Company, was one of the two liability companies 
in which 45,000 Massachusetts motorists have been plac- 
ing their compulsory automobile liability insurance. Vari- 
ous plans have been advanced for the assignment of these 
risks elsewhere. 


COMMONWEALTH MUTUAL Liability Insurance Co., 


Boston, Massachusetts 
Second Report Filed 


It has been reported that receivers of the Common- 
wealth Mutual Liability Insurance Company of Boston 
have recommended, in their second report, that claims 
totaling $735,479 be allowed. Funds on hand total $240,060, 
The company had specialized in writing Massachusetts 
compulsory automobile insurance. 


CONTINENTAL CASUALTY Company, 
Chicago, Illinois 


Premiums Increase 


M. P. Cornelius, president of the company, issued the 
announcement recently that premium writings for 1938 
totaled $21,039,173. This, said Mr. Cornelius, is compared 
with the 1937 premium volume of $20,689,657, or an in- 
crease of nearly $350,000. Commenting on the result of 
last year’s activity, Mr. Cornelius said: “This all-time high 
in premium writings was accomplished in a year of sub- 
normal business activity. With but one exception the vol- 
ume for all classes of business written by Continental Cas- 
ualty Company showed an increase, this exception being a 
decrease of less than one per cent in workmen’s compen- 
sation. 

“It is significant that the Continental’s writings of auto- 
mobile business exceeded the preceding year by approxi- 
mately three per cent in spite of the fact that in 1938 the 
company adopted its policy of giving qualified drivers of 
pleasure cars a rate reduction of fifteen per cent at the 
beginning of their policy year.” 


ENGLISH AMERICAN LLOYDS, 


San Antonio, Texas 
Recently Organized 


This Lloyds organization was licensed by the Insurance 
Department of Texas on November 21, 1938 and concur- 
rently reinsured all the outstanding business of Texas Re- 
ciprocal Exchange, Dallas, Texas. 

All the records of the concern were immediately trans- 
ferred to San Antonio and $60,000 was deposited with the 
Bexar County National Bank in cash and securities in ac- 
cordance with the Texas Lloyds Law, the deposit being 
the minimum permitted. 

The attorneys-in-fact are Leonard Hyatt. C. M. Hitch- 
cock, and Thomas J. Carter. The latter is an oil producer 
who is interested in various insurance companies and he 
was the principal owner of the Texas Reciprocal Exchange. 
Others connected with the concern are—W. B. Shoe. under- 
writer; L. C. Olinger, claims manager; George Westbrook, 
agency director. Mr. Leonard Hyatt has been in the insur- 
ance business for many years and was connected with 
Lloyds America of San Antonio since the early part of 1928 
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THE DOBERMAN PINSCHER 


Wherever good dogs are discussed, 
the Doberman Pinscher comes in for 
his share of favorable comment. A 
comparatively recent breed as dogs 
g0, the Doberman Pinscher has been 
developed in Germany within the 
last 75 years. He has a splendid 
carriage and an air of dignity which 
adds to his grace. As a police dog, 
he has achieved unusual success 
when used for that purpose. 


The Doberman Pinscher is decid- 
edly a “one-man” dog. His faithful- 
ness and loyalty to the “hand that 
feeds him” has made him justly 
popular with owners the world over. 
His glossy coat, trim straight legs 
and slim body, his keen bright eyes, 
mark him as one of the handsomest 
of the smooth dogs. 


Another Friend of Man—INSURANCE—Especially When Placed With 


DAVENPORT, lIOWA 


A Friendly Company 
SECURITY FIRE INSURANCE COMPANY 
Protection Since 1883 
(Reduced reprint from a series of calendar-blotters 











sent monthly to our agents and to prospective agents.) 





in an executive capacity. Mr. C. M. Hitchcock is owner of 
the C. M. Hitchock Agency at Tyler, Texas, and also owns 
a general agency in Sicorenett. Louisiana. ; 

The financial statement as of December 12, 1938 dis- 
closed surplus, $70,132; reserve for losses and adjustment 
expenses, $21,317; unearned premium reserve, $1,676; re- 
serve for deposit premiums $16,675; total admitted assets, 
$120,284; cash in banks and office, $17,477; premiums in 
course of collection, $49,807; notes receivable, $8,000; se- 
curities, $45,000. 


FANEUIL HALL MUTUAL Liability Insurance Company, 
Boston, Massachusetts 


Being Organized 


A company by this title is being organized to write 
automobile liability insurance in Massachusetts. The incor- 
porators are: Representative Tycho Peterson, Springfield; 
William Carroll Hill, Newton; Amos M. McLean, Read- 
ing; James Dempsey, Newton; George M. Nutting, Win- 
throp; Bernard M. Kenniston, Arlington; Jack I. Drew, 
Chelsea; Harold L. Niles, Wellesley; Fred Y. Marshall, 
Milton; H. Kenneth O. Atchinson, South Lincoln. 





FEDERAL LIFE Insurance Company, 
Chicago, Illinois 


Travel Accident Experience 


The Federal Life Insurance Company has compiled a 
thirteen year experience on travel accident policies issued 
to readers of the Chicago Tribune. 


From 1925, when the Federal-Tribune Travel Accident 
Policy was first made available to Tribune readers, to De- 
cember 31, 1937—a period of thirteen years—the insurance 
company paid death benefits of accident indemnities to 28,- 
903 Tribune policyholders or their beneficiaries. Payments 
up to December 31, 1937 totaled $4,708,357, ranging from 
a few dollars for minor injuries up to maximum of $11,250 
in death benefits. Over the thirteen year period there has 
been one accident claim for every 13. 8 policies in force per- 
year, or an annual accident toll of one killed or injured 
for each 180 readers insured each year. The average death 
claim paid has been $1,747; the average dismemberment 
claim, $471, and the average indemnity claim for lesser 
injuries $40. 





ADMITTED ASSETS 


eB rrr rere $4,231,761.56 
First Mortgages on Real Estate (F.H.A.) 518,986.19 
First Mortgages on Real "state (other) .. 240,814.35 
Si ee 81,385.42 
Cash in Banks and Office.............- 562,104.95 

Premiums Outstanding (Not over 3 
EE sc bh 558 sic spaeesen +s 1,123,646.54 
SE SION o-f'o5-0 ss cccvedisccee’s 32,363.79 
Other Admitted Assets .......----+--- 26,920.41 
$6,817,983.21 





FINANCIAL STATEMENT DECEMBER 31, 1938 
As Filed with Insurance Department of the State of New York 





LIABILITIES 
Pe TNE Sein veees rc cccdvene $2,063,335.00 
GY INE, inks sda twseenwer ee shee 2,628,494.00 
Cc issi to b DOP iscrcacs ee 230,389.17 
Taxes, Expense, etc., Payable........... 101,775.68 
General Voluntary Reserve ...........- 293,989.36 
co A PT ee rere 800,000.00 
ME oe cdunsis ease sasevicg Younes 700,000.00 


$6,817,983.21 


SURPLUS TO POLICYHOLDERS $1,500,000.00 


Note: Securities carried at $399,649.56 in the above statement are deposited as required by law. 


BANKERS INDEMNITY INSURANCE COMPANY 


NEWARK, N. J. 


ONE OF a: 
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FIDELITY AND CASUALTY Company of New York, 
New York, N. Y. 


December Statement 


The financial statement of this company as of Decem- 
ber 31, 1938 revealed capital, $2,250,000; surplus, $12,560,- 
178; contingent reserve, $977,944, (which adjusts all secu- 
rities to market values); unearned premiums, $12,125,060; 
loss reserves, $19,010, 487; total admitted assets, $50,396, 
051. 


Bonds and stocks at Convention values amounted to 
$41,003,328; premiums in course of collection, not over 


ninety days due, were listed at $3,509,450 and cash $2,591, 
930. 


FIDELITY AND DEPOSIT Company of Maryland, 


Baltimore, Maryland 
Annual Report 


Net earnings of the Fidelity and Deposit Company of 
Maryland in 1938 were $1,921,684, according to the report 
submitted to the company’s stockholders by President 
Charles R. Miller. The company’s gain from the year's 
underwriting was $2,084,667. Total premium income from 
all lines, after deducting co-insurance and reinsurance, was 
$10,886, 137, representing an increase of $60,459 for the year. 
Net return from investments amounted to $623,232 which 
included a profit of $38,646 on securities sold. 

In addition to maintaining a substantial reserve against 
fluctuations in the market value of its securities the com- 
pany carries all bonds on its books at par or market, 
whichever is lower, and all stocks at market or lower. 
After paying its losses and expenses of operation, setting 
aside ample reserves and paying and providing for divi- 
dends in the amount of $719,993, the company added 
$1,201,691 to its surplus, making its net book surplus as of 
December 31, 1938, $5,680,871. 

Mr. Miller pointed out that there will be a variance in 
the amount of surplus as stated above and the surplus as 
shown in the company’s report to insurance departments 
due to the requirements of the departments as to the valu- 
ation of securities and other assets, the deduction of out- 
standing premiums ninety days old, and to the elimina- 
tion of the reserve for fluctuation in market value of secu- 
rities, which is voluntary set aside by the company and is 
not required by the insurance departments. This should 
result in an increase in surplus of approximately $1,573,000 
over that shown above. 

As of December 31, 1938, the company’s assets totaled 
$22,998,837. Included among these assets are $1,878,755 in 
cash and $9,501,000 in United States Government securi- 
ties. At the annual meeting of the stockholders of the 
Fidelity and Deposit Company of Maryland all the mem- 
bers of the board of directors were re-elected and two 
new directors were added, Edwin T. Foreman, president, 
The Foreman Company, Baltimore, and Edward N. Rich, 
prominent Baltimore lawyer. 


FORT WORTH Lloyds, 
Fort Worth, Texas 


Annual Statement 


The annual statement of Fort Worth Lloyds as of De- 
cember 31, 1938 disclosed total assets, $225,066; voluntary 
reserve for contingencies, $9,751; guaranty fund, $80,000; 
surplus, $70,602; reserve for unearned premiums, $52,980; 
reserve for unpaid losses, $11,049. Cash was listed at $31,- 
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822: U. S. Government bonds. $23,500; state, county and 
municipal bonds, $50,572; stocks, $80,809. 


BEST'S FIRE AND CASUALTY NEWS 





PRT TTL LLL ALL LULL ULLAL = 








ork, 


Decem- 
512,560,- 
Il secu. 
125,060; 
550,396,- 


nted to 
ot over 


$2,591, 


any of 
report 
esident 
year’s 
> from 
ce, was 
ie year, 
which 


against 
e com- 
narket, 
lower. 
setting 
r divi- 
added 
$s as of 


nce in 
lus as 
tments 
> valu- 
f out- 
imina- 
' secu- 
and is 
should 
17 3,000 


otaled 
755 in 
ecuri- 
of the 
mem- 
1 two 
sident, 
Rich, 





PENNSYLVANIA CASUALTY COMPANY 


19TH ANNUAL STATEMENT 
December 31, 1938 


ASSETS 


Cash in Bank and Office .... $180,696.55 
U. S. Government Bonds .. 258,350.69 





: $439,047.24 

z Other Bonds (Insurance Department Valu- 

s MEE SE Mabw pisces secant siccetge 426,232.88 

Z DEE lo concurs eew esWeuewien se 3,330.00 

= Real Estate (Including Home Office).... 110,000.00 

= Premiums in Course of Collection Less than 

= MG Eh co tnchils Paks wakd «essed 237,113.04 

2 Accounts Receivable ...............045 3,753.18 

= PE IID i oo S0:0.0-6.048600 04056 7,004.17 

Z December 31, 1938—Total Admitted Assets $1,226,480.5I 

: Dec. 31, 1937—Total Admitted Assets .............. 
= Dec. 31, 1936—Total Admitted Assets ............. 
z Dec. 31, 1935—Total Admitted Assets ..............- 


Dec. 31, 1934—Total Admitted Assets .............. 


LIABILITIES 
Reserve for Losses in Process of Adjustment $358,384.51 
Reserve for Unearned Premiums ........ 384,748.07 
Reserve for Commission (Not yet due) .. 42,679.34 
Reserve for Taxes and Expenses .......... 30,615.02 = 
—eenes = 
816,426.94 = 
eee tar oF $250,000.00 = 
MEE: ¢ kinisecanseeowek 150,000.00 : 
Voluntary Reserve ........ 10,053.57 : 
Surplus to Policyholders ........-+-+++- 410,053.57 
$1,226,480.51 
= 
ee Po eee ee $730,903.98 
cS eenadtanseuete akeemearkuwen 451,309.64 
hitw*ietaws bees eheeer> awn 369,370.05 
icgntkbeueesherees eae sbhenhes 335,787.79 z 
Wits 








FOUNDERS MUTUAL CASUALTY Company, 
Chicago, Illinois 


Organized 


A company by this title was incorporated in Illinois 
during December. It has not yet been licensed. 


GIBRALTAR CASUALTY Association, 


Los Angeles, California 
Suit Entered 


A suit has been entered by Insurance Commissioner Rex 
B. Goodcell in Municipal Court against 12,075 former 
policyholders of the defunct Gibraltar Casualty Association, 
to enforce the collection of assessments totaling $106,372 
levied by the Liquidation Department. 

_ The Gibraltar Casualty Association was placed in liquida- 
tion early in 1936. 


GLENS FALLS INDEMNITY Company, 
Glens Falls, N. Y. 


Examined 


An examination of this company by the New York In- 
surance Department as of June 30, 1938 revealed capital, 
$1,000,000; surplus, $2,004,628; liability loss reserve, $1,- 
886,315; workmen’s compensation loss reserves, $1,129,960; 
all other loss reserves, $751,465; unearned premiums, $3,- 
391,232; total admitted assets, $10,719,818. Net premium 
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writings during the period from January 1 to June 30, 1938 
amounted to $3,685,851. while losses paid during this time 
totaled $1,219,247, exclusive of the cost of investigating and 
adjusting claims which amounted to $369,957. 

Real estate was listed at $110,532 and mortgage loans 
on real estate at $618,430. Bonds were carried at $6,077,136 
and stocks at $1,598,200. Cash totaled $506,922 and pre- 
miums in course of collection not over ninety days due $1,- 
688,130. The examiner found that 94% of the bonds owned 
were rated “A” or better by a recognized financial agency. 
Of the stocks 24.8% were rated “A” or better and 69% 
were in the “B,” “BB” or “BBB” class. 

The gain and loss exhibit showed the underwrting de- 
partment produced a gain of $400,325 during the period 
from June 30 , 1935 to June 30, 1938. The investment de- 
partment produced a gain of $968,921. Dividends of $200,- 
000 were paid and management profit-sharing totaled $141,- 
550 during this time, resulting in a net gain to surplus of 
$1,027,696. 

The workmen’s compensation loss reserve was decreased 
$35,644 by the examiner, liability loss reserves were de- 
creased $241,679 and miscellaneous reserves increased by 
$44,651, as compared with the company’s own estimate. 

The report stated that the company has a reinsurance 
agreement with the European General Reinsurance Com- 
pany, Ltd., effective January 1, 1933 covering the cession 
of the following classes of business: On the pro rata basis: 
Accident, health, fidelity, surety, burglary, water damage 
and explosion; excess basis: Auto liability, liability other 
than auto, auto property damage, property damage and 
collision other than auto. It was mentioned that there is 
also a facultative reinsurance treaty between this company 
and the General Reinsurance Corporation, covering fidel- 
ity, surety and burglary and theft. Reinsurance covering 
excess limits on fidelity and surety bonds it was stated, is 
effected through an unauthorized foreign insurance associ- 
ation. 


(Continued on next page) 
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AMICO Savings Mean 


Increased Net Profit 





Insurance costs are overhead costs the world 
over. Any reduction of expense for insurance means 
a reduction in overhead costs and consequently an 
increase in net profits. 


AMICO is a participating insurance company. Its 
participating policyholders have received substan- 
tial dividends, representing a saving on the cost of 
their insurance every year. Furthermore these sav- 
ings have always been paid in addition to rate re- 
ductions granted for good individual accident ex- 
perience and production savings made possible by 
the suggestions of AMICO safety engineers. 


Prudent business organizations and individuals 
are turning to AMICO for one source of increased 
net profit for 1939. Find out how much you or your 
firm may save in the American Motorists this year. 
Write or telephone the American Motorists repre- 
sentative in your community—who is well-qualified 
to advise you on all your insurance needs—or write 
to the Home Office today. 


AMERICAN MOTORISTS 


INSURANCE 


COMPANY 
JAMES S. KEMPER, President 


HOME OFFICE, SHERIDAN at LAWRENCE + CHICAGO, U.S.A. 
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GLENS FALLS INDEMNITY—Cont. 


The largest policy contract written by the company and 
the net retention for each line of business were indicated 
as follows: 


Accidental—Principal Sum —. nas pevee t 
Single Indemnity ........ $45,000.00 $7,500.00 
Weekly Benefits .......... 150.00 30.00 

Health—Weekly Benefits ... 100.00 30.00 

PD TEE oon cc seccevess 300,000.00 20,000.00 

Liability other than auto ... 750,000.00 20,000.00 

Workmen’s compensation .... Unlimited 5,000.00 

Boe are 125,000.00 25,000.00 

0 ee en ee 880,621.00 138,705.00 

I NN is cia oan deine eee 5,000.00 5,000.00 

Burglary and theft ......... 8,500,000.00 250,000.00 

Auto property damage ..... 100,000.00 5,000.00 

PO GOUMMIOD 2 occicccccscsse 5,000.00 5,000.00 

Property damage and collision 
Geer THAN BUCO 2. ccc ccice 200,000.00 5,000.00 


HARTFORD STEAM BOILER INSPECTION & Ins. Co., 


Hartford, Connecticut 
Dividend Action 


Directors of this company have declared a regular quar- 
terly dividend of forty cents per share, payable January 3, 
1939 to stockholders of record December 27, 1938. 


HAWKEYE Casualty Company, 
Des Moines, lowa 


Nelson Elected President 


A. R. Nelson was recently elected president of this 
company to succeed N. Hampe. It is also reported that the 
interests of H. F. Storjohann, secretary and general man- 
ager, and the late G. S. Mishler, have been sold to a new 
group of Des Moines insurance men. Other officers elected, 
in addition to Mr. Nelson, were: Herbert L. Stanley 
and George Olmstead, vice presidents; Karl L. Crittenden, 
secretary and treasurer. Listed on the board of directors 
are: Max Putnam, Allen Whitfield, and James K. Miller, 


Mr. Nelson has been with the company for over fifteen 
years, having served recently as vice president and treas- 
urer. Mr. Olmsted is president of the Travelers Mutual 
Casualty Company and Mr. Crittenden is the treasurer of 
that company. Mr. Stanley has been with the company for 
over twelve years, having served previously as assistant 
secretary. 


ILLINOIS AGRICULTURAL Mutual Insurance Company, 
Chicago, Illinois 


Examined 


An examination of this company as of D-cember 31, 
1937, by the Illinois Insurance Department revealed sur- 
plus, $816,300; loss reserves, $486,734; unearned premiums, 
$352,892; total admitted assets, $1,684,032. Bondholdings 
were listed at $1,633,675 and cash at $36,365. Premiums 
in course of collection not over ninety days due were 
carried at $3,130. Net premium writings dming 1937 
amounted to $1,281,936 and loss payments to $709,804. 

In summarizing the report the examiners stated that 
the company appeared to be in a sound financial condition 
and that policyholders interests were amply protected. The 
company’s affairs, they stated, were managed economically, 
and the company had experienced a steady growth. 
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|LLINOIS MUTUAL Casualty Company, 


Peoria, Illinois 


Examined 

An examination of this company as of July 31, 1938 by 
the Illinois Insurance Department, indicated that the com- 
pany possessed surplus, $38,903; claim reserve, $18,106; 
unearned premiums, $47,142; total admitted assets, $110,195. 
Net premium writings during the period January Ist to 
July 31st amounted to $136,583, while payments for losses 
totaled $62,866. Underwriting produced a gain of $4,334 
and investments a gain of $4,517, thereby producing an 
increase in surplus during the period under review of 

850. 
" summarizing the financial statement of the company 
the examiners commented that the company was in a 
solvent condition and that policy contractual obligations 
had been settled promptly and in an equitable manner. 
The examiners further stated that the loss experience of 
the company had been good, but underwriting and invest- 
ment expense high. 


INTER-OCEAN Casualty Company, 
Cincinnati, Ohio 


December Financial Statement 


An advance financial statement of this company for the 
year ending December 31, 1938 showed total admitted 
assets, $717,050; surplus, $193,140; capital, $150,000; net 
premium income during the year $1,557,351. 


JAMESTOWN MUTUAL Insurance Company, 


Jamestown, New York 


Dividend Action 


Directors of this company have declared a dividend of 
20 per cent on all policies terminating during the first 
quarter of 1939. 


LLOYDS America, 


San Antonio, Texas 


Re-Organization Reported 


It has been reported that Lloyds America has made a 
complete change in the management. Frank D. Heim and 
Elliott Jones attorneys-in-fact, have resigned. The organi- 
zation is now managed by a board of seven attorneys-in-fact. 
Robert Hicks is general manager. 

Plans are under way to increase the surplus by the addition of 
a number of cash underwriters. 

Premium income at the present time is approximately 50% 
workmen’s compensation and 50% automobile. Approximately 
one half of the automobile business is accounted for through 
interstate haulers. 


LUMBERMENS MUTUAL CASUALTY Company, 


Chicago, Illinois 


Premiums Increase 


Premiums written by this company during 1938 totaled 
$26,911,679, or an increase of more than $300,000 over the 
previous year. This is the twenty-sixth consecutive year 
that the company has reported an increase in premium 
volume. 

Commenting on this result, James S. Kemper, President, 
said, “With the slackening in business during the earlier 
part of the year and the lower rate levels on our principal 
lines of automobile and compensation insurance, it would 
not have been surprising if Lumbermens had failed this 

(Continued on next page) 
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The most important insurance 
carried by a financial institution is 
its B. B. B.— Bankers or Brokers 
Blanket Bond. 


Our Ready Reference Digests 
of B. B. B.’s and related insurance will 
be found helpful in any survey. 


Insurance brokers or our agents 
are always glad to provide the follow- 


ing informative Digests: 
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COMMERCIAL BANKS AND 
TRUST COMPANIES 
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STOCK BROKERS AND 
INVESTMENT BANKERS 


Z-35 
BUILDING, SAVINGS AND 
LOAN ASSOCIATIONS 
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LUMBERMEN'S MUT. CAS.—Cont. 


year to maintain its unbroken record of an annual increase 
in business each year since organizaton. It is Particularly 
gratifying under these conditions that we did maintain the 
record for the 26th consecutive year with an acceptable 
gain over 1937.” 

In referring to the general business situation, Mr. 
Kemper said, “1938 was a good year for casualty insurance. 
The improvement in the number and seriousness of street 
and highway accidents was particularly noteworthy. While 
part a this improvement can be credited to the fact that 
cars have been used less because of business conditions, 
it still must be recognized that an awakened public con- 
sciousness to the seriousness of the traffic problem has 
brought an improvement, particularly with respect to driy- 
ing at excessive speed. 


MICHIGAN STATE Accident Fund, 
Lansing, Michigan 


Bishop New Manager 


William C. Bishop was recently appointed manager of the 
Michigan State Accident Fund. Mr. Bishop is president of 
the Michigan Federation of Young Republican Clubs, and 
son of State Senator Otto W. Bishop. 


NATIONAL LLOYDS, 


Baltimore, Maryland 
Licensed in Additional States 


This Lloyds organization was recently licensed by the 
United States Employee’s Compensation Commission for 
the writing of workmen's compensation insurance under 
the District of Columbia Workmen’s Compensation Act. 
It has also been licensed in Tennessee. 


NATIONAL SURETY Corporation, 
New York, N. Y. 


Annual Statement 


The financial statement of National Surety Corporation 
as of December 31, 1938, shows total admitted assets of 
$24,187,307.24, including cash of $1,951,436.72. The capital 
stock of the Corporation is $2,500,000, with surplus of $10, 
376,927.32. 

In commenting upon the statement President Vincent 
Cullen indicated that the business of the Corporation con- 
tinues to grow with losses and expenses on a normal basis. 
National Surety Corporation is a wholly owned subsidiary 
of Commercial Investment Trust Corporation. 


Keppler Becomes Vice President 


C. A. Keppler, long connected with the contract depart- 
ment of this company, has been promoted to vice presi- 
dent. 


NEW CENTURY Casualty Company, 
Chicago, Illinois 


Examined 


An examination of this company by the Insurance De- 
partment of Illinois as of April 30, 1938 revealed a surplus 
of $63,747; capital, $200,000; claim reserve, $72,442; un- 
earned premiums, $227,142; total admitted assets $609,573. 
Net premium writings during the period from January | to 
April 30, 1938 amounted to $173,035, while payments for 
losses totaled $67,582 during this time. This figure excludes 
the cost of investigation and adjustment of claims which 
amounted to $6,175. Underwriting during this period pro- 
duced a loss of $24,390 while the investment department 
developed a $4,868 loss. 
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Real estate was carried at $147,008 and mortgage loans 
on real estate at $45,393. Bonds were listed at $213,733 and 
stocks at $4,344, while cash, deposits on interest and not on 
interest, totaled $86,441. Gross premiums in course of col- 
lection not over ninety days due amounted to $99,174. 

The examiners commented that the company had a 
good cash position but the expenses on real estate owned 
had been excessive in relation to rental income, real estate 
comprising 24 per cent of the company’s total admitted 


assets. 


NEW YORK CASUALTY Company, 
New York, N. Y. 


F, T. Wood Elected Director 


Frederick T. Wood, chairman of the board of the Fifth 
Avenue Coach Company, was elected a director of this 
company at a meeting of the board of directors held De- 
cember 27th. Mr. Wood was president of the Fifth Avenue 
Coach Company from 1922 to 1935, and has been chairman 
of the board since May 1935. He is chairman of the board 
of the N. Y. Transportation Company; president, Gray 
Line Motor Tours, Inc., Champlain Coach Lines, Inc., 
Frontier Coach Lines, Inc., vice president, The Omnibus 
Corporation; Director, The Fifth Avenue Association, New 
York Board of Trade, Greater New York Safety Council; 
trustee, Williams College. Mr. Wood is a member of The 
Pilgrims, Phi Beta Kappa, Sigma Phi, Chamber of Com- 
merce of the State of New York. 


PARAMOUNT INSURANCE Company, 
Baltimore, Maryland 


Licensed 


This company was licensed in December to write fire 
and allied lines, marine and inland marine, aircraft, plate 
glass, burglary, theft, larceny and hold-up, forgery, auto 
fire, theft, collision and property damage. 


PREFERRED ACCIDENT Insurance Company, 
New York, N. Y. 


Dividend Action 


Directors of this company have declared a special divi- 
dend of 20¢ per share, payable January 10, 1939 to stock- 
holders of record, December 22, 1938. 


PROTECTIVE INDEMNITY Company, 
New York, N. Y. 


Dividend Action 


Directors of this company have declared a regular annual 
dividend of $1.00 per share, payable December 28th to 
stockholders of record December 20th. 


PROVIDENT LIFE and Accident Insurance Company, 
Chattanooga, Tennessee 


Retires Preferred Stock 


All preferred stock of the Provident Life and Accident 
Insurance Company was recently retired, this action being 
taken by the stockholders to simplify the capital structure 
of the company. The entire capital stock is now common. 
It remains at $1,000,000, the retirement of the preferred 
stock not affecting in any way the surplus or figures in the 
financial statement. 
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UNUSUAL RISKS 
are not Unusual with 
Indemnity 


No matter how “unique” your client's or 
prospect's needs may be, bring your prob- 
lem to us for discussion. We're always ready 
to discuss unusual risks with the Agent or 
Broker, and assist in securing proper cover- 
age, if it's within the bounds of sound under- 
writing. Our facilities are worldwide, and we 
are prepared to handle the usual type of gen- 
eral liability or contract to cover all business 
needs. 
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PUBLIC SERVICE MUTUAL CASUALTY Ins. Corporation, 
New York, N. Y. 


Examined 


An examination of this company as of March 31, 1938 
by the New York State Insurance Department revealed 
the company to be in possession of guaranty fund required 
by insurance law, $300,000; surplus, $16,877; claim reserves, 
$451,592; unearned premiums, $26,769; total admitted as. 
sets, $807,171. Premiums written during the period from 
January 1, 1938 to March 31, 1938 totaled $196,259 while 
the net amount paid out for losses during this time was 
$123,426. The cost of investigation and adjustment of 
claims, not included in the above, amounted to $32,613, 
Policyholders’ surplus is $316,877. 


SAINT-PAUL MERCURY Indemnity Company, 
St. Paul, Minnesota 


Examined 


A Convention examination of this company by the In- 
surance Departments of Minnesota, New Jersey, District 
of Columbia, Delaware, Mississippi, Texas, and Montana, 
as of June 30, 1938 disclosed capital, $1,000,000; surplus, 
$2,750,077; loss reserves $2,312,493 of which liability loss 
reserves amounted to $1,432,242; unearned premiums $2,- 
974,954; total admitted assets, $9,861,826. Net premium 
writings during the first six months of 1938 amounted to 
$3,341,573, while disbursements during this time totaled 
$1,239,132. 

As result of the examination of the company’s files the 
examiners stated that the policyholders were fairly treated 
and that the company made payments promptly upon re- 
ceipt of the proper documents. The operations of the com- 
pany were found to have been profitable during the three 
year period ending June 30, 1938 under review, $1,598,790 
being added to surplus during this time. The report was 
favorable. 


Financial Statement 


The financial statement of this company as of December 
31, 1938 displayed capital, $1,000,000; surplus, $3,211,866; 
unearned premiums $3,002,252; loss reserve, $2,243,621; re- 
serve for unreported losses, $480,000; total admitted assets, 
$10,327,225. Bonds were carried at market values of $8,- 
336,342 and stocks at $142,933. Cash amounted to $573,027 
and agents’ balances not over ninety days due, $1,141,449. 
Net premium writings for 1938 were calculated to be $6,- 
276,848. The underwriting department produced a profit of 
$694,572 and interest on investments produced a gain of 
$328,305. 

Directors of this company recently declared the annual 
dividend of $5.00 per share. 


STANDARD ACCIDENT Insurance Company, 
Detroit, Michigan 


Stockholders Report 


The annual meetings of the stockholders and directors of 
Standard Accident Insurance Company were held in De- 
troit on Wednesday, January 18, 1939. 

All officers and directors of the company were re-elected 
and two new directors were added to the board, Fred T. 
Murphy, president of Simon J. Murphy Company, and 
Harry Lynn Pierson, president of Detroit Harvester Com- 
pany, both prominent Detroiters, and, in addition, Alex 
Neilson was made assistant treasurer. 

The company’s net premium production in 1938 was 
$14,853,423, a reduction of 9.7% compared with 1937. The 
decline came wholly in casualty lines, as the bonding de- 
partment increased its writings over 1937 by approximately 

0. 
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The Company’s assets were increased by $2,026,092, to 
$23,082,284 and $260,062 was added to policyholder’s sur- 
plus which now stands at $3,660,740. In addition, the com- 
pany’s security contingency reserve was increased to $1,- 
250,000 in 1938, from $650,000. Of the total amount now 
held in this reserve $328,829 is needed to bring all securi- 
ties to market values, leaving $921,171 which is available 
for surplus purposes. Instead of transferring this amount 
directly to surplus account the company has considered it prudent 
to maintain the sum as a voluntary reserve. The liquidity of 
the company’s invested assets was materially increased in 
1938. At the year-end holding of cash, U. S. Government 
bonds and all other bonds with a maturity of less than 3 
three years, constituted 60% of the total invested assets 
and more than 100% of the total claim reserves. 

All lines of insurance showed profitable underwriting re- 
sults. The company’s gross gain from operations totaled 
$1,420,187, which is greater than in any other one of the 
company’s 55 years of existence. The company’s total loss 
ratio including claim expenses for 1938 was 49.7%, a real 
improvement over underwriting results for the year 1937 
when the loss ratio was 53.1%. Though premium produc- 
tion showed a reduction in the year, the company’s loss 
reserves have been increased to $9,832,008, an increase of 
$219,643. During the year the Standard retired 728 shares 
of second preferred stock with a redemption value of $54,- 


It is interesting to note that at the end of the year the 
company carried a reserve of $111,139 for accumulated 
safe driver rewards to automobile policyholders insured 
under the safe driver reward plan. 


TRAVELERS INDEMNITY Company, 
Hartford, Connecticut 


Dividend Action 


Directors of this company have declared a regular an- 
nual dividend of $16.00 per share, payable December 23rd 
to stockholders of record December 19th. 


TRAVELERS Insurance Company, 
Hartford, Conn. 


1938 Income 


Preliminary figures recently announced by President L. 
Edmund Zacher of the Travelers Insurance Companies 
show that the income of the companies during 1938 came 
within 1/6 of 1 per cent of the all-time high record of the 
preceding year, 1937. The total income of The Travelers 
Insurance Company, The Travelers Indemnity Company, 
The Travelers Fire Insurance Company and The Charter 
Oak Fire Insurance Company last year was $236,776,000 
as compared to $237,137,000 in 1937. 

The total paid premium income of $196,842,000 for the 
year was divided among the various lines as follows: 


DSi ndiduitnsbedds wearer setenws sienags $112,102,000 
Wecidett, Health .........c.ceccsccceccoees 15,811,000 
RE ten cod kid dénecabenesesecunn 8,797,000 
NS COMES Gc voc css scccsccvsstne 22,424,000 
nd bias haadawhvanar eens 20,739,000 
nth cidionnstareiesaneéesse0naeddua 2,225,000 
REE 1,271,000 
iE PRE Te 677,000 
IN Ro a 0:5 a sk'd ciao ive wie. d0ih6-0i0 2,854,000 
EY 4d 5 bass Sesh baveeend¥e eden 1,116,000 
EER MNES TEIN 8,820,000 


Directors of this company have declared the regular 
quarterly dividend of $4.00 per share, payable December 
30th to stockholders of record December 19, 1938. 
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EMPLOYERS REINSURANCE 
CORPORATION 


Condensed Statement as of December 31, 1938 
ASSETS 


CasH IN BANKS AND ON Hanp $ 1,917,464.17 
Bonps, AMORTIZED VALUE 

United States Government $ 4,554,856.33 

Canadian Government (Statutory Deposit in Canada) 194,469.30 

State, County, Municipal 5,824,833.35 

Railroad 144,533.39 

Public Utility 108,083.78 


Industrial 173,771.50 


ToraL Bonps $11,000,547.65 
Stocks, MARKET VALUE 1,827,010.00 


Torat Bonps AND STOCKS 12,827,557.65 
MortTcace Loans 493,879.19 
REAL EsTATE 229,000.00 
PREMIUMS IN CourRSE OF COLLECTION (UNDER 90 Days) 295,172.92 
INTEREST ACCRUED 108,771.74 


$15,871,845.67 


LIABILITIES 


Loss REseRvVE: Liability and Compensation 
(Schedule “P” Basis) $ 5,905,529.62 
Loss Reserve: Other Classes, Including Investigation Expense........ 708,899.70 


Tota. Loss RESERVE $ 6,614,429.32 
RESERVE FOR UNEARNED PREMIUMS 3,043,074.81 
CoMMISSIONS ACCRUED ON PREMIUMS 162,084.66 
RESERVE FOR CONTINGENT COMMISSIONS 163,278.66 
RESERVE FOR MISCELLANEOUS BILLS 10,000.00 
RESERVE FOR STATE AND FEDERAL TAXES 181,497.31 
AmounT HELD FoR REINSURANCE COMPANIES 393,098.49 
VOLUNTARY SPECIAL RESERVE 1,304,382.42 
NS arta SEE bre J Miia ae aaa eae Auk. ted 00-0 9 8 H.00s 4:66 oO Sera e Ne de brwe wor 
RD Lils Me die cao HF Sue Nine 54-0 bok os , 


$15,871,845.67 


On the basis of December 31, 1938, market quotations for all bonds and stocks owned, the 
total admitted assets would be increased to $16,466,763.22 and the Voluntary Special Reserve to 
$1,899,299.97. 

Securities carried at $1,184,681.61 in the above statement are deposited for purposes required 
by law. 


OFFICERS 
E. G. TRIMBLE : President 
HOWARD FLAGG Executive Vice-President! JAMES W. SMITH Vice-President 
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Federal Bonds, Surety Limits .. 
Financed Contract Seceeanee ns 
Financial Statement Figures ... 
Fire Insurance—Alienation Clause 
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s U. & O. Half a Loat? .......ccccesecvcceess Dec. .. -. 535 Risk, Factors in Judging ....ccsccocccccces F 
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Er 
‘ Special Classification for Farmers’ Autos...... 
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Tongsho remen’s Compensatt Lataiagreroneneeiy $39 Statistics, Watch Your ..........-- néecvaveete 
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Marine Definition, California ............+. ood? Surety Tee Federal Bo by res . 
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se Rating Plans, Three Approved in Taxes and More Taxes ...........-...22...0 
NOIB ccccccccccccesevesssess ecccccs eeeeee F 
we Insurance for Banks ....... eeesecene Texas Rate C siiadaiitameanieds 
Mississippi Insurance Rate Study .......... F Treating Dan ey rv ne amiannent: 
MPO 4 ge BOE cvececcoccocevens 
Missouri Fire Business in 1938 ...... eee. Unauthorized Insuran 
— opoly ty ®.. Competition CO cccee onbeeesecnes eee < 
Morr ey Trial .ccccccccccccce ononcesede 
i oo cintandnenesincekiebans Underwriting, Disharsenes ants—-Stack.Cas....... 
National Counéit on Compensation Insurance. Underwriting Techalaee eas aeearereo oes c 
ew Insurance Commissioners ........-++++++: Dnearned Premium Form ....................¥ 
New Jersey Revises Insurance Arrangements F CE cscs cccevosccccosees F 
New York's Attitude on Convention Exam- F —, on” Covers F. H. A. Loans ‘ 5 
GNAtIONS .ccccccccccces Kesossecsonse i ee Ty vir gale ayerar ie 
= pe Reciprocal Law Change re or oe ee 
ew Safeguards agains 8 ‘ ia War Risk 
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ecu ona sease slation .... 
Occupational Disease, What is an .. Western Factory Insurance Association F 
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060 000sc0eewe . ndstorm splay—“Gone wit a 
Preferred Risk Ra Rating—New York .......+..+.. » sesecesee 560 Yankees Return to Gules = — 
INSURANCE COMPANIES REPORTED UPON 
Accident & Cas. of Winterthur, Switzerland. A 
es St. Goch ow Work. meee Pate Fe i gd York. Atlantic Insurance Co., Dall 
ib ecccccssees NOV. 485 (Semi-Annual Statement)... C—Sep t. 267 
(Children’s Accident Policy)..... Jan. 697 American ‘waeke Gears, ., New York. Atlantic Mutual, New York. 
Aetna Casualty and Surety, Hartford. (Change in Management)..... F—May 40 (New Trustee) ..........- '—May 41 
Dividend Action) A a a --Oct. 387 American Fidelity Casualty, Richmond. Atlas Industrial Fire, Columbia. 
a Dividend).............+.. n. n Sy énakseovessscce¢ (Receiver Appointed) ...... F—Sept. 297 
see ine Field. Rn F—June 102 American Fidelity, Montpelier Automobile insurance, Hartford. se 
(addition to Marin ne stait)...F F—Jule 164 (Dividend Action) .............. Dec. 605 (New State Agent).......... F—June 102 
Sw wag RE. pe FR y BH American Insurance, Newark (Marine Dept. Changes)....... F—July 164 
(New taland  - Omen} P—Sunk 206 (Extra Dividend) ........... F—Aug. 226 Stinson Retiring)........... F—Sept. 207 
iSeneiion Desaetment) . Tem, 685 (Official Staff Changes) .......... Dec. 595 A aaa Jan. 685 
PP Bn ill Vitt, Vice President).......... Jan. 685 Auto Mutual Indemnity Co., New York. 
(ieatiar Deriiend) ...<0ccs0s00ss Oct. 377 Vanderhoof Retired) ............ ee ee gy gg a 
Aetna Life, ee el American Motorists Fire, Chicago. altimore American, New 
(Receives “Grand Prix”)....C—Sept. 267 (Incorporated) ..F—June 102, C—June 91 oe levecens Continued) —Saly 18 
(Extra Dividend).........-...+- Jan. 697 American Motorists Insurance, Chicago. — t hr er aaa en ee Feb. 790 
Agricultural Tngusanee, Watertown. (Dividend Action) ...........00.. Feb. 801 (Extra Dividends) ............... Feb. 700 
(Regular Dividend).........F—Sept. 296 American Re-Insurance, New York. anion _— —a Oct. 377 
7 Lines we | Juneau. (Dividend Action) ........ccccees Dec. 605 (Surplus IR iia sda xausne sos 377 
aincorporated) eile bee '—Sept. 296 P oon See z. ¥) mescereeee Jan. 697 Baamere & Shippers, New York. = 
Geilf D "cleanest : w York. egular WEEE) cc'vccece F—Aug. 
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eee Maaeees ..0....... 0c wd . Ol er ee uly 
ale oe ed mere F—May 40 F = nag 0 ag Negtueeee~665<0 Jan. 697 Berkshire Mutual Lie Pittsfield - 
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apaeneee © aeat seeeee — Fd aters, Treasurer) .............0ct 387 Blackstone Mutual, Providence. f 
(Snel st Breas os asa Oct. a (September Statement) .-.222222.. Dec. 605 (Merger Completed)......... F—July 165 
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MIN oe a readia a Casualty, Chicago. omy ttscccccccccccceeesivOVe 
(dmundaoin” Advanced) cooe st ee 4 ee ey ereret ue o80".Feb. 801 ae Jan. 685 
rison Err . 685 ee er eae Bane Mamenen : 
(New Pacific — idseaner).’. gan 737 (Refunds Unchanged) ...........Nov. 486 British American Assur., Toronto. 208 
A‘(Bramination. Repo e pire, | St. Louis. i am Aspociated Hospital Service, Philadelphia, pote Pm gens MR sescecevess F—Sept. 
American Automobi 5 Bt. Louis. § Associated Indemnity, San Francis (Change in Control) ........ F—Sept. 298 
aa Eaies.......... ee July 161 Associated ogrhead, Br BB ge me o9g «Broad Street Mutual Casualty Ins., Boston. 
(Harris, Chairman’ of Board)..."Jan. 607 Associated Mut. Hospital Service, Detroit. og By a REPPRPRERES -Feb. 801 
teneeeapeget eb. 801 (Recently ut. Hosp C-July 162 Buckeye Union Casualty, Columbus. 
American a Cas., ing Associated Reciprocal wich, New York. ge = lage renege le aga 
SC Ear 35 
American Casualty, Reading ~ | aol fee.” eovece a 4 "ain Eguidadl  Sappeny : me ‘Cite y 
esumes en ™ pentnenoal lo 
American Credit Indemnity, “_)- "ag (Financial Statement)..........: Dec. 595  Buildgrs Motunl ‘a Oe enh = 
(Joins Executive Ass’n).......... Jan. 697 (1938 Results) .......++++.seeeeee Feb. 787 (2nd Assessment Uph eld) roca sitnous Dec. 605 
American Dru ts Fire, Cincinnati. Atlantic City Fire, Atlantic City. Catifornia Casualty Ind., San Francisco. 
(Rate Deviation Upheld) ........Nov. 485 (111th Dividend) ............ F—Sept. 297 (June 30th Statement) ..........+ Oct. 387 
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(Temporary tg med 
Carolina Home, Sumte 
(Process of Organization). ---F—June 103 
Casualty Underwriters, Dallas. 
(Financial Statement)........C—May 35 
(Receiver Appointed)....... ".C—Sept. 267 
1 Mutual Auto Ins., , Satay 
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Central SireGinnis, Breaidedt) C_ Aug. 
Century a remnant 
OFTECTION) «sseeeees eeeee 
(i edical Policy Issued) seeoeseees ct. 
rtified Indemnity Exch., San Francisco 
Certitle APPPOVOE) .ccccccccccccee -Dec. 605 
ar oe a Exchange Ins. Bureau. 


(Examined) = .s.ceeeeseeeee -.C—June 91 
Citizens. Casualty, New York. 

SEEDED ccecevcccesces ccceee Oct. 388 

° = renter) paagsettee Now. 503 

Columbia Casualty, New Yor 

FREEMOE) cccccccrccccccccccce --Oct. 388 
Columbia Insurance, New York. 

(Process of Or anization) err -.-Feb. 790 
Commonwealth Mutual Liab. Ins., Boston. 

(Second Report Filed)......... --Feb. 802 
Compensation Casualty, Los Angeles. 

(Stock Permit Requested) ........ Oct. 388 

(Stock Permit Issued) .......... Dec. 605 


Concord Casualty & Surety, New York. 


(Liquidatin Dividends)....C—June 91 
Continental yony Chicago. 
Files New Auto Rates)......C—May 35 








New Hospital Plan).... 
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Extra Dividend) .......seccccees D 606 
(New Accident Contract) ........Dec. 606 
Stock Dividend) .............-dan. 697 
Premiums increase) Kebtineaweee Feb. 802 
Continental Insurance, New York. 
(1988 Statement) ......c..scseeees Feb. 791 
Corroon-Reynolds Group, New York. 
(New Coast Manager ‘+++e/F—June 103 
(Dividends) Jeeeansdeseedesocs -..Feb. 791 


Dearborn National, Detroit. 
(Ohio Special Agent).. 
Druggists Mutual, Algona. 
(Assessable in Nebr.) '—Au 

Dwelling House Insurance, Lincoln. 
Pe a FEMS) cccccccccccseve .-Feb. 
Eagle Fire Ins., Newark. 
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Bale oe New York. 
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(Semi-Annual "Fatemant). ...C—Aug. 
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(Financial Position) .............Oct. 
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(Examination Report)............Jan. 
Employers ar’ Dallas. 
(Dividend Action) .........ceeees Dec. 
Employers Group, Boston. 
(Linscott Retired) ...... -..-F—May 41 


Employers Inter-Ins. Exch., Waco. 
(Receiver Appointed) -C—May 
maple ers Reins. Corp., Kansas City. 

dend Action) ...........C—May 35 

new Director) .......ccoccceccecs Dec. 606 
—— American Lloyds, San Antonio. 
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ecently Organized ccccccccceODe 
Bonitakne re, Charleston. 
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Erie Insurance Exch., Erie. 
(Financial Statement)....... C—May 36 
Rating) ...... -F—June 104, C—June 92 
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Excelsior Insurance, Syracuse. 
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icy en 
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Excess Ins. Co., New Y: 
(Board Changes) 
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SEE COMVORNDED so dccccccccesss Jan. 706 
Bamanee Fire & Marine, San Francisco. 
(Title Approved) ....... oee.-F—July 166 
mere ort Insurance, New York. 
(Capital Increase) ........ >. F—May 41 
Factory Mutual Lia., Providence. 
(New Coverage) ......es+- -.C—June 92 
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Faneuil Hall Mutual Liability Ins., Boston. 
(Being Organized) ...........+0+ Feb. 803 
Farm Bureau Mut. Auto., Columbus. 
(Examination Report) ...... C—May 36 
Farmers Auto. Ins. Ass’n, Pekin. 
(Financial Statement) .......C—May 650 
Farmers’ Fire Ins., York, 
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(Examination Report . .C—May 44 


Farmers Mu ce, hicago. 
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Federal Insurance, Jersey 
(Dividends) .......... 


(Staff Advancements) ......... ---Oct. 378 
Federal Life Insurance, Chicago. 
(Travel Accident Experience)....Feb. 803 
Federal Undrs. Exch., Galveston. 
(Financial Statement) ....... ay 51 
Fidelity and Casualty, New York. 
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( GONE) ccccccccccccces 
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(Dividend Action) ....... May 51 
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Diamond Jubilee) ...........F—May 41 
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(Financial Statement)....... C—May 51 
General Insurance, Seattle 
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General Reins. Corp., New ne 

(Evans Resigns) ........+++- —May 651 

(Dividend Action) .... -C—July 163 


General Trans. Cas., New "York 
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Globe Indemnity, New York. 
(Grahame Dies) .......... ovcccce Ot. 8B 
(September Statement) errr Dec. 
Globe Insurance, Huron, 8. D. 
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Great American “Group, "New York 
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(Capital Increase)....... ve00es 
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(HOW COED) cc ccsescépcccvces Oct. 410 


Insurance co. of N. pameee hia. 
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Jefferson Auto Mutual Cas., New York. 
(Liquidating Dividend)......C—Sept. 285 
Jersey Insurance of New York. 
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(Succeeds New Jersey Ins.)..F—Sept. 299 
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